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November 30, 2006

Securities and Exchange Commission
450 Fifth Street, N.W.
Washington, DC 20549

U.S.A. S U P P L
Re:  File No. 82-34805: Nippon Mining Holdings, Inc.
Application Supplement for Exemption pursuant to Rule
12g3-2(b) under the Securities Exchange Act of 1934
Dear Madam/Sir:

We, Nippon Mining Holdings, Inc., are writing to submit all information required to
be submitted subsequent to our application, dated July 30, 2004, for an exemption from the
registration requirements of Section 12(g) of the Securities Exchange Act of 1934 afforded
by Rule 12g3-2(b) there under.

We have enclosed herewith in Exhibits 1 to 11 of Annex A all information required
to be submitted subsequent to our application for a Rule 12g3-2(b) exemption which was
made public between August 31, 2006, the date of such application, and November 30, 2006,
the date of this submission.

Please direct questions or requests for additional information in connection with this
submission to Fumio Ito, 2-10-1 Toranomon, Minato-ku, Tokyo, 105-0001,Japan, telephone
81-3-5573-5123, facsimile 81-3-5573-5139.

Very truly yours,

PHOUEQO“’D

Nippon Mining Holdings, Inc.

DCi5 2255
f THON SO »\! By: qu/u&u ﬂ

FIN'-\R. Ci Name: Fumio Ito

Title: Director / 5
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® ANNEX A

LIST OF DOCUMENTS PUBLISHED,
FILED OR DISTRIBUTED SINCE

August 31, 2006
®
JAPANESE LANGUAGE DOCUMENTS published, filled or distributed ONLY IN JAPAN
1. Press release dated September 1, 2006 in connection with the appointment of
additional temporary auditor (Attached as Exhibit 1)
® 2. Press release dated September 1, 2006 in connection with the notice of secondary
offering of shares in Toho Titanium Co., Ltd. (Attached as Exhibit 2)
3. Press release dated September 7, 2006 in connection with the institution of the
Nippon Mining Holdings Group Compliance Committee (Attached as Exhibit 3)
® 4. Press release dated September 8, 2006 in connection with the recognition of profit on
the sale of Toho Titanium shares (Attached as Exhibit 4)
5. Press release dated September 8, 2006 in connection with the revision of non-
consolidated earnings forecast (Attached as Exhibit 5)
6. Press release dated September 20, 2006 in connection with the production technology
® co-development of Chisso Solar-grade Silicon (Attached as Exhibit 6)

7. Press release dated October 19, 2006 in connection with the progress update on the
Hitachi Area Renewal Plan (Attached as Exhibit 7)

Press release dated October 25, 2006 in connection with the expansion of thin film
materials production capacity at the Isohara Works (Attached as Exhibit 8)

ENGLISH LANGUAGE DOCUMENTS

9. Press release dated October 4, 2006 in connection with the revision of consolidated
earnings and dividend forecast (Attached as Exhibit 9)

10. Annual Report 2006 for the fiscal year ended March 31,2006(Attached as Exhibit 10)

11. Consolidated Interim Financial Results for the year ending March 31, 2007 ("Fiscal
2006™"), dated November 9, 2006 (Attached as Exhibit 11)
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September 1, 2006

Company name: Nippon Mining Holdings, Inc.
o Representative: Mitsunori  Takahagi, President and

Representative Director

Stock code: 5016
Contact: Nobuyuki Yamaki, Director
® IR and human resources, General

Administration Group

Tel: 03-5573-5123

® APPOINTMENT OF ADDITIONAL TEMPORARY AUDITOR

In accordance with the provisions set forth in Paragraphs 4 and 6 of Article 346 of the Corporation Act,
the Board of Auditors of Nippon Mining Holdings, Inc. (Head Office: 2, Toranomon, Minato-ku, Tokyo;
President: Mitsunori Takahagi; hereafter the “Company”) met today and passed a resolution to appoint an

additional temporary auditor as detailed below:

1. Reason for the Appointment
ChuoAoyama PricewaterhouseCoopers which changed its name to "Misuzu Audit Corporation”
¢ cffective September 1, 2006, the Company’s auditor, was ordered by the Financial Services Agency
on May 10, 2006 to suspend its business for a period of two months from July 1 to August 31.
Accordingly, ChuoAcyama lost the status as an auditor of the Company effective July 1, 2006, in

accordance with Article 337, Paragraph 3(1) of the Corporate Law. In light of this and to avoid the
® absence of an independent auditor, on July 1, 2006, the Company has appointed a temporary auditor

as detailed in 3. below.

Further, in view of ChuoAoyama’s fair and reasonable audit record with the Company in the past and
to secure continuity in audit work, the Company considers Misuzu Audit to be qualified to serve as an
auditor after the business suspension period expires. The Company has appointed Misuzu Audit, as
an additional temporary auditor alongside the independent auditor detailed in 3. below, effective
September 1, 2006, following the expiration of the business suspension period, and these firms

will jointly conduct the audit of the Company.

With regard to the selection of an auditor for the fiscal year starting in April 2007 and thereafter, the

Company will submit a proposal on selection of an independent auditor to the 5™ Annual General

Meeting of Shareholders scheduled in June 2007, taking into consideration factors such as how the




joint audit has been conducted and how far Misuzu Audit has restored public confidence during the

current fiscal year.

2. Newly Appointed Temporary Auditor
@ Name: Misuzu Audit Corporation
Address: 3-2-5, Kasumigaseki, Chiyoda-ku, Tokyo

3. Current Temporary Auditor
® Name: Emst & Young ShinNihon
Address: 2-2-3 Uchisaiwai-cho, Chiyoda-ku, Tokyo

4. Effective Date
September 1, 2006
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September 1, 2006

Company name:  Nippon Mining Holdings, Inc.
Representative:  Mitsunori Takahagi,

President and Representative Director
Security Code: 5016
Contact: Nobuyuki Yamaki, Director

IR and human resources, General

Administration Group
Tel: 03-5573-5123

Notice of Secondary Offering of Shares in Toho Titanium Co., Ltd.

Today, Toho Titanium Co., Ltd. (Head office: 3-chome, Chigasaki, Chigasaki-City, Kanagawa;
President: Kazuharu Nogami; hereafter *“Toho™), an associated company of Nippon Mining Holdings,
Inc. (Head office; 2-chome, Toranomon, Minato-ku, Tokyo; President; Mitsunori Takahagi;

hereafter the “Company”), changed its listing from the 2nd section to the 1st section of the Tokyo
Stock Exchange. In accordance with this, at the request of Toho to diversify its shareholders and
increase market liquidity of its stock, the Company has decided to sell some of its shareholdings in

Toho.

1. Number of shares to be offered

2,000,000 shares of Toho common stock

In consideration of the market demand, Nikko Citigroup Limited (hereafter “Nikko Citigroup’™)
plans to separately sell up to 400,000 shares of commen stock of Toho borrowed from the Company
(hereafter “Common Shares of Toho™) by way of over-allotment. In connection with this, the
Company plans to grant Nikko Citigroup a “green shoe option” to purchase up to 400,000 additional

Common Shares of Toho from the Company.

2. Offering Price: To be determined.

3. Number of shares held and voting power before and after the offering:
Before the offering 22,797,200 shares (37.51%)
After the offering 20,797,200 shares {34.22%)
After the offering* 20,397,200 shares (33.56%)




*when the green shoe option is exercised in full, up to 400,000 shares.

4. Impact on business performance
Gains and losses from the sale of Toho shares will be promptly disclosed after the offering price

is determined.

Cautionary Statement

This document is a press release prepared for the purpose of public announcement related to the
Company’s secondary offering of Toho shares, but not for the purpose of encouraging investment
or any similar purposes. Those who wish to invest in the shares should examine Toho’s Prospectus
for the Secondary Offering (and its amendments, if any) in advance and make any investments at

their own discretion.
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September 7, 2006
® Company name;  Nippon Mining Holdings, Inc.
Representative: Mitsunori Takahagi
President and Representative Director
Stock code: 5016
° Contact: Nobuyuki Yamaki, Director
IR and human resources, General
Administration Group
Tel: 03-5573-5123
@ Institution of the Nippon Mining Holdings Group Compliance Committee
Nippon Mining Holdings, Inc. (Head Office: 2, Toranomon, Minato-ku, Tokyo; President: Mitsunori
Takahagi; hereafter the “Company”) has decided to institute the Nippon Mining Heldings Group
® Compliance Committee as detailed below. The decision is aimed at further enhancing internal controls by
effectively implementing the Basic Compliance Rules for the Nippon Mining Holdings Group, the
Operational Rules for the Whistle-blowing System and other internal controls regulations that were
established in May 2006 as part of the initiative to establish an internal control system in the Nippon
Mining Holdings Group.
@
1. Name of Committee: Nippon Mining Holdings Group Compliance Committee
2. Status: The supreme advisory and consulting body stipulated in the Company’s organizational rules.
®
3. Functions: Formulation of compliance education and training programs, tracking and reviewing of
compliance promotion activities at Group companies and operation of the Company’s
whistle-blowing system, etc.
® 4, Structure: (1) Chairman: President
(2) Committee members: Directors and Senior Officers who are appointed by the Chairman
(3) Committee office: Internal Control Office
5. Date of institution: Qctober 1, 2006
@
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September 8, 2006

Company name:  Nippon Mining Heldings, Inc.
Representative: Mitsunori Takahagi,

President and Representative Director
Security Code: 5016
Contact: Nobuyuki Yamaki, Director

IR and human resources, General

Administration Group
Tel: 03-5573-5123

Recognition of Profit on the Sale of Toho Titanium shares

Nippon Mining Holdings, Inc. (hereafter the “Company”) today determined the offering price in
connection with the secondary offering of shares in Toho Titanium Co., Ltd. (hereafter “Toho™)
announced on September 1, 2006. The Company estimates gains from the sale of the shares as
follows:

In connection with the secondary offering of 2 million shares of Toho stock, the Company expects to
recognize approximately 14.1 billion yen on a non-consolidated basis and approximately 13.5 billion
yen on a consolidated basis in gains from the sale of shares under extraordinary gains in its financial
statements for the first six months of the fiscal year ending March 31, 2007,

For the fiscal year ending March 31, 2007, if the over-allotment (green shoe) option up to 400,000
shares is exercised in addition to the above offering (total number of shares to be offered: 2.4 million
shares), the Company expects to recognize up to approximately 16.9 billion yen on an
non-consolidated basis and up to approximately 16.2 billion yen on a consolidated basis in gains
from the sale of shares under extraordinary gains in its financial statements.

Cautionary Statement

This document is a press release prepared for the purpose of public announcement related to the
Company’s recognition of profit from the second offering of Toho shares, but not for the purpose
of encouraging investment or any similar purposes. Those who wish to invest in these securities
should examine Toho’s Prospectus for the Second Offering (and its amendments, if any) and make
any investments at their own discretion.
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Company name:

Representative:;

Stock code:

Contact:

Tel:

September 8, 2006

Nippon Mining Holdings, Inc.
Mitsunori Takahagi

President and Representative Director
5016

Nobuyuki Yamaki, Director

IR and human resources, General
Administration Group

03-5573-5123

Revision of Non-Consolidated Earnings Forecast

Nippon Mining Holdings, Inc. (Head Office: 2, Toranomon, Minato-ku, Tokyo; President: Mitsunori
Takahagi; hereafter the “Company”} has revised its non-consolidated carnings forecast announced on May

10, 2006 as follows:

1. Revision of non-consolidated earmnings forecast for the first six months of the year ending March 31,
2007 (April 1, 2006 — September 30, 2006)

(Millions of yen)

Operating revenues [ncome t.)efore special Net income
items

Previous forecast (A)

(announced on May 10, 2006) 6,500 4,000 4,500
Revised forecast (B) 6,500 4,000 12,000
Change (B-A) - - 7,500
Percentage change - - 166.7%

<Reason for the revision>

Net income for the period is expected to increase ¥7.5 billion to ¥12 billion due to the recognition of an
extraordinary gain on the secondary offering of its shares in an affiliated company and other factors.

2. Revision of non-consolidated carnings forecast for the year ending March 31, 2007 (April 1, 2006 -

March 31, 2007)

(Millions of yen)

. Income before special .
Operating revenues . Net income
items

Previous forecast (A)

(announced on May 10, 2006) 12,000 7,000 8,500
Revised forecast (B) 12,000 7,000 17,500
Change (B-A) - - 9,000
Percentage change - - 105.9%




-
< Reason for the revision>
Net income for the period is expected to increase ¥9 billion to ¥17.5 billion due to the recognition of a
special profit on the secondary offering of its shares in an affiliated company and other factors.
@ 3. Impact on the consolidated earnings forecast
The recognition of the special profit and other factors will have similar impact on the Company’s interim
and full-year consolidated earnings forecasts for the year ending March 31, 2007,
@
o
@
o
®
®
®
e
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September 20, 2006

Chisso Corporation
Nippon Mining Holdings, Inc.

Toho Titanium Co., Ltd.

Production Technology Co-Development of Chisso Solar-grade Silicon

Chisso Corporation (Headquarters: Otemachi, Chiyoda-Ku, Tokyo; President/COQ: Shun’ichi Okada,)
Nippon  Mining Holdings, Inc. (Headquarters:  Toranomon, Minato-ku, Tokyo;
President/Representative Director: Mitsunori Takahagi,) and Toho Titanium Co., Ltd. (Headquarters:
Chigasaki, Chigasaki City, Kanagawa; Corporate Officer: Kazuharu Nogami) have agreed to conduct

a study together that will establish the technology for the production of polysilicon for photovoltaic

power generation by zinc-reduction method (Chisso Solar-grade Silicon Technology, hereinafter

referred to as “CS88™.)

The companies will further deliberate upon the conclusion of the joint venture contract for the

establishment and launch of a new company.

CSS transacts business in chlorination, reduction and electrolytic reaction. In this technology, silicon
tetrachloride produced by the chlorination reaction of metal silicon is reduced by zine to produce 6N
grade polysilicon (99.9999%). The polysilicon specified for the photovoltaic generation purpose is

used as the raw material of Crystalline Silicon Solar Cells.

Chisso Corporation and New Energy and Industrial Technology Development Organization (NEDO)
have been engaged with the research and development of CSS since 2002. Upgrade from the
bench-scale laboratory to a pilot plant is currently scheduled at Minamata Research Center (Minamata
City, Kumamoto.} The chlorosilane production technology that is applied in the chloridation process
is currently operated by Chisso. It follows the legacy of Japan’s first high purity silicon technology

for the semiconductor purpose that was offered by Chisso in the 1960s.




The core technology developed by Chisso will be fused with the electrolytic technology for the metal
titanium production that Toho Titanium has accumulated over the years and the high purity metal

technology of Nippon Mining Holdings Group.

CSS also employs a closed loop system. It cyclically utilizes zinc chloride, which is a side-effect of

the reduction process, to reduce costs and to enhance the production of high quality polysilicon while

greatly reducing the by-products.

Contact: Chisso Corporationn  Tel: 03-3243-6370
Nippon Mining Holdings, Inc.  Tel: 03-5573-5130

Toho Titanium Co., Ltd. Tel: 0467-82-0742

[Reference 1 — Corporate Data]

1. Chisso Corporation

(1) Head office: 2-2-1 Otemachi, Chiyoda-ku, Tokyo 100-8105

(2) Representative: Shun'ichi Okada, President and Representative Director
(3) Established: January 1950

(4) Capital: ¥7.8 billion

(5) Business lines:
+ Production and sales of chemical products
(6) Net sales: ¥199.6 billion (Consolidated)

{7) Number of employees: 2,280 (Consolidated)

2. Nippon Mining Holdings, Inc.
(1) Head office: 10-1, Toranomon 2-chome, Minato-ku, Tokyo 105-0001

(2) Representative: Mitsunori Takahagi, President and Representative Director




(3) Established: September 2002
(4) Capital: ¥73.9 billion
(5) Business lines:
- Exploration and drilling for oil resources; production and sales of petroleum and
petrochemical products (Japan Energy Corporation)
- Resources and non-ferrous metals (exploration, mining, production, sales and recycling);
production and sales of electronic materials and fabricated metal products (Nippon
Mining & Metals Co., Ltd.)
(6) Net sales: ¥3,026.3 billion (Consolidated)

(7) Number of employees: 9,579 (Consolidated)

3. Toho Titanium Co., Ltd.

(1) Head office: 3-3-5, Chigasaki, Chigasaki-City, Kanagawa 253-8510
(2) Representative: Kazuharu Nogami, President and Representative Director
(3) Established: August 1953

(4) Capital: ¥4 8 billion

(5) Business lines:

» Production and sales of titanium metals

+ Production and sales of electro-ceramic raw materials

« Production and sales of catalysts for propylene polymerization
{6) Net sales: ¥31.7 billion (Consolidated)

(7) Number of employees: 646 (Consolidated)
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et | TRANSLATION OF JAPANESE LANGUAGE PRESS RELEASK

October 19, 2006

Nippon Mining Holdings Group
Nippon Mining & Metals Co., Ltd.

® Progress Update on the Hitachi Area Renewal Plan

1. Nippon Mining & Metals Co., Ltd. (Head Office: Toranomon 2-Chome, Minato-ku, Tokyo;

President: Masanori Okada; hereafter, the “Company”) conducts broadly-based operations and

‘ ® research and development in the Hitachi area, including the copper electrolysis refining
business, the environmental recycling business, the copper foil business and the precision
| plating business. On occasion of the celebration of 100 years of operations in this area, the
| Company has been promoting the “Hitachi Area Renewal Plan,” which is aimed at creating a
| ® business base for the next 100 years through a program of enhancing the efficiency, expanding
the respective operations, strengthening research and development capabilities. In addition,
buildings and facilities in the area as a whole are being scrapped, rebuilt, re-located and
| expanded with the aim further enhancing the infrastructure within the area as part of the

P renewal plan.

2.  Presently, while the buildings and facilities within the Hitachi area are organized by business
operation, the layout is not the most conducive for operations and distribution, and portions of
® the plant buildings have become aged. On the other hand, with the merger of the Nippon

Mining Holdings Group’s three metals-related companies in April of this year, the Company

started to study ways to increase the efficiency and flexibility of operations for the respective
businesses concentrated within this area. As a result, the Company integrated support
® operations for the Hitachi and Shirogane Works on October 1 of this year and formulated the

“Hitachi Area Renewal Plan" as outlined below,

3.  Overview of the Hitachi Area Renewal Plan
(1) Plan Goals and Overview of Implementation

(i) Area Layout

The Hitachi Area will be divided into the following three areas in order to concentrate




buildings and facilities to enhance the efficiency and flexibility of operations for each
P business.
Daioin Area: Environmental Recycling Business Area
Shibauchi-Nishi Area: Copper Electrolytic Refining Business Area
Shirogane/Shibauchi-Higashi Area: High Tech/Technology Development Area
® {Copper Foil/ MAQINAS ® and other Circuit Materials Businesses)
(Precision Plating Business}

(Technology Development Center)

® (ii) Strengthened Functionality Through Capacity Expansion
Initiation of HMC Plan in the Environmental Recycling Business
Plating line expansion in the Precision Plating Business

Expansion of respective rescarch areas in the Technology Development Center

®
(iii) Area Facilities
In addition to improving the work environment and making the plant interior more attractive,
area infrastructure will also be enhanced to cope with future capacity expansion.
® Establishment of distribution infrastructure within the area
Rebuilding of integrated offices and welfare facilities
Scraping and relocation of unneeded buildings and facilities
® {Note)
“MAQINAS™: A dual-layer plating material for semiconductor surface mounting film (chip on film) used in
liquid crystal display equipment.
Sample production and shipment has begun at the Company’s Shirogane Plant in preparation
® for full-scale commercialization.
“HMC”: An acronym for “Hitachi Metal Recycling Complex,” a new environmental recycling business the
Company is planning to launch in the future. New copper recovery furnace and wet processing
facilities will be newly built within the Hitachi Plant which, along with the Nikko Environmental
@

Services Co., Ltd.’s recycle furnace and Clean Z furnaces, will recover gold, silver and copper from

low quality scrap, and will recover intermediate products such as antimony, bismuth and tin that are




produced as part of the refining process at Nikko Smelting & Refining Co., Lid.’s Saganoseki

Smelter & Refinery.

(2) Total Capital Expenditures: ¥11.0 billion (excluding investments to expand

production capacity)

(3) Entire Period of the Plan: Construction to begin in the second-half of fiscal 2006, with

completion scheduled for the end of fiscal 2009 (approximately 3.5 years).

With the implementation of this renewal plan, the Company aims to build a structure that will
not only improve short-term business performance, but also respond to future business growth,
mainly through a review of the layout of the Hitachi Area, facility expansion and infrastructure

enhancements within the area.

[Inquiries]

Nippon Mining & Metals Co., Ltd,
(TEL : 03-5573-7223)




File No.82-34805
Exhibit 8




October 25, 2006

Nippon Mining Holdings Group
Nippen Mining & Metals Co., Ltd.

Expansion of Thin Film Materials Production Capacity at the Isohara Works

Nippon Mining & Metals Co., Ltd. (Head Office: Toranomon 2-Chome, Minato-ku, Tokyo;
President: Masanori Okada; hereafter the “Company”) has decided to invest approximately
¥10.0 billion mainly in the Company’s Isohara Works (located in Kitaibaraki City, Ibaraki
Prefecture) to expand production capacity for thin film materials (“target materials”) used in

semiconductors, hard disk drives and flat panel displays (“FPDs”).

Presently, semiconductor applications are expanding for digital home electrical appliances and
automobiles, in addition to personal computers and mobile phones, while hard disk applications
are expanding for hard disk recorders and other non-PC applications in addition to personal
computers. Also, FPD demand is sharply rising with the full-fledged diffusion of TVs with

large-screen LCD and plasma flat panel displays.

The Company, through this production capacity expansion, aims to further increase its market
share in the respective target markets that are in an expansionary phase, while at the same time

tulfilling its responsibilities as the first vendor in maintaining a stable supply base.

The details of the planned production capacity expansion are as follows.

(1) Target Materials for Semiconductors
Investment  Capacity expansion to increase production of materials mainly for
Details 300mm-wafers, and Cu, Co, W and other target materials
Construction of a new building
Transition Gradual built-up from April 2007 onward (completion by March 2009)
Period
Investment  Approximately ¥6.0 billion
Amount
Investment  Expansion of 1.5x current production capacity, mainly for 300mm wafers
Impact

Others Investment of ¥300 million in U.S. Chandler Plant (Arizona State) to

expand machine processing and inspection capacity by approximately

30%




(2) Target Materials for Magnetic Recording Media for Hard Disks

[Investment

Details

Transition
Period
Investment
Amount
Investment

Impact

Others

Expansion of production capacity for platinum magnetic targets
Establishment of mass production capacity for advanced platinum
magnetic targets for perpendicular recording media

Construction of a new building

October 2007

Approximately ¥1.7 billion

Approximate 50% increase in production capacity for platinum magnetic
targets
Establishment of mass production capacity for advanced platinum

magnetic targets for perpendicular recording media

Construction of a new building in preparation for the next stage of

capacity expansion

(3) Target Materials for FPDs

Investment
Details
Transition
Period
Investment
Amount
Investment
Impact

Others

Production capacity increase for ITO targets for FPDs

Gradual built-up from November 2006 (completion by May 2007)

Approximately ¥1.2 billion

Approximate 25% increase in production capacity for all the way through
the sintering process for [TO targets

Investment of approximately ¥300 million in the Tao-Yuan Plant
(Taiwan) and Pyeongtack Plant (South Korea) to expand production

capacity of the same target materials

[Inquiries]
Nippon Mining & Metals Co., Ltd,
(TEL : 03-5573-7223)
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Company name:

Representative:

Stock code:
Contact:

Tel:

Nippon Mining Holdings, Inc.
Mitsunori Takahagi,

President and Representative Director
5016

Nobuyuki Yamaki, Director

IR and human resources, General
Administration Group

+81-3-5573-5123

Revision of Consolidated Earnings and Dividend Forecasts

Based on recent operating performance, Nippon Mining Holdings, Inc. (Head Office: 2, Toranomen,
Minato-ku, Tokyo; President; Mitsunori Takahagi; hereafter the “Company”) has revised its consolidated
interim and full-year eamings and dividend forecasts for the fiscal year ending March 31, 2007. Details of

the reviston are as follows:

1. Revision of consolidated earnings forecast for the first six months of the year ending March 31, 2007

(April 1, 2006 — September 30, 2006)

(Millions of yen)

Net sales Income before special Net income
items

Previous forecast (A)
{announced on Aug 9, 2006) 1,720,000 91,000 50,000
Revised forecast (B) 1,800,000 105,000 65,000
Change (B-A) 80,000 14,000 15,000
Percentage change 4.7% 15.4% 30.0%
(Reference)
A 1 Its fi

ctua’ resuts for a year 1,365,120 83,113 52,465
earlier period

{Apr 1 — Sep 30, 2005)

<Reason for the revision>

Consolidated net sales for the first six months are expected to increase due mainly to higher prices of
petroleum products reflecting supply-demand conditions in the crude oil market as well as rising metal
prices. Income before special items is projected to rise ¥14 billion to ¥105 billion, owing primarily to an
improvement in margins on petrochemical and other products, higher inventory valuation gain as a result of
rising crude oil prices and profit growth in conjunction with rising copper prices. Net income is expected to
increase ¥15 billion to ¥65 billion, mainly reflecting the increase in income before special items and special
profit on sale of shares in an affiliated company.




the year ending March 31, 2007)>

(100 million ven)

Previous
forecast

Revised
forecast

Change

Reason for change in
income before
special items

Year earlier
period (actual)
(Apr 1 —Sep 30,
2005)

Petroleum
Group

Net
sales

12,300

12,300

+500

Income
before
special
items

245

360

+115

Improved margins on
petrochemical and
other products,
increased inventory
valuation gain, etc.

10,872

415

Metals Group
total

Net
sales

4,755

5,080

+325

Income
before
special
items

640

660

+20

2,688

379

Resources &
metals

Net
sales

4,075

4,410

+335

Income
before
special
items

550

565

+15

Higher copper prices
and other factors

2,181

315

Electronic
materials

Net
sales

660

640

Income
before
special
items

45

45

Margin improvement
offsetting sales
declines, leaving
income before
special items almost
unchanged from the
previous forecast.

474

43

Metal
Manufacturing

Net
sales

340

350

+10

Income
before
special
items

40

45

+5

Higher copper prices
and other factors,

231

20

Metals
Group
adjustments

Net
sales

-320

-320

Income
before
special
items

-198

Other
operations

Net
sales

275

250

Income
before
special
items

25

30

232

37

Eliminations

Net
sales

-130

-130

-142

Total

Net
sales

17,200

18,000

+800

Income
before
special
items

910

1,050

+140

13,651

831




2. Revision of consolidated earnings forecast for the year ending March 31, 2007 (April 1, 2006 — March

31, 2007) (Millions of yen)
Net sales Income before special Net income
items

Previous forecast (A)
(announced on May 10, 3,265,000 143,000 82,000
2006)
Revised forecast (B) 3,770,000 185,000 110,000
Change (B-A) 505,000 42,000 28,000
Percentage change 15.5% 29.4% 34.1%
{Reference)
Actual results for a year
earlier period 3,026,262 188,722 96,905
(April 1, 2005 - March 31,
2006)

<Reason for the revision>

Consolidated net sales for the full year are expected to increase due mainly to higher prices of petroleum
products reflecting recent supply-demand conditions in the crude oil market as well as rising metal prices.
Income before special items is projected to increase ¥42 billion to ¥185 billion, owing primarily to an
improvement in margins on petrochemical and other products, higher inventory valuation gain as a result of
rising crude oil prices and profit growth in conjunction with rising copper prices. Net income is expected to
increase ¥28 billion to ¥110 billion, mainly reflecting the increase in income before special items and
Special profit on sale of shares in an affiliated company.



2007)>

(100 million yen)

Previous
forecast

Revised
forecast

Change

Reason for change
in income before
special items

Year carlier
period
(actual)

(April 1, 2005 —
March 31, 2006)

Petroleum
Group

Net
sales

24,700

27,500

+2,800

Income
before
special
items

470

560

+G0

Improved margins
on  petrochemical
products, increased
inventory valuation
gain, etc

23,926

970

Metals Group
total

Net
sales

7,620

9,840

+2,220

Income
before
special
items

895

1,220

+325

6,071

828

Resources &
metals

Net
sales

6,180

8,310

+2,130

Income
before
special
itemns

745

1,035

+290

Higher copper
prices and earnings
increases at equity
method affiliates.

4,954

682

Electronic
materials

Net
sales

1,290

1,440

+150

Income
before
special
itemns

65

90

+25

Higher sales of
electro-deposited
copper foil and
improved margins.

1,063

96

Metal
Manufacturing

Net
sales

550

710

+160

Income
before
special
itemns

70

80

+10

Higher
prices
factors.

copper
and other

528

62

Metals Group
adjustments

Net
sales

-400

-620

-220

Income
before
special
itemns

15

15

473

-12

Other
operations

Net
sales

640

650

+10

Income
before
special
items

65

70

+5

585

89

Eliminations

Net
sales

-310

-290

+20

-320

Total

Net
sales

32,650

37,700

+5,050

Income
before
special
items

1,430

1,850

+420

30,263

1,887




3. Revision of dividend forecast for the year ending March 31, 2007 (April 1, 2006 — March 31, 2007)

Interim dividend

Year-end dividend

Annual dividend

Previous forecast (A)

(announced on May 10, 6.00 yen/share 6.00 yen/share 12.00 yen/share
2006)
Revised forecast (B) 8.00 yen/share 8.00 yen/share 16.00 yen/share

Change (B-A)

2.00 yenfshare

2.00 yen/share

4.00 yenthare

(Reference)
Actual results for a year
earlier period -
(Apr 1, 2005 - Mar 31,
2006)

*15.00 yen/share *15.00 yen/share

(Note) Dividends for the previous vear include a commemorative dividend of 3.00 yen/share to
celebrate the Group’s 100" anniversary.

<Reason for the revision>

In consideration of the upward revision of interim and full-year eamings forecasts for the fiscal year
ending March 31, 2007, the Company has revised the previously released dividend forecast by increasing
interim and year-end dividend by 2.00 yen/share to 8.00 yen/share, respectively. After the revision, the
annual dividend for the year is forecast to be 16.00 yen/share.




- [Reference]
1. Assumptions (for consolidated earnings forecast for the first six months of the year ending March 31,
2007)
Previous Year earlier
forecast Revised period
® (announced forecast Change (actual)
onAug 9, (Apr 1 - Sep
2006) 30, 2005)
Overall Exchange rate (¥/$) 115 115 — 109
Crude otl (FOB)
Petroleum ($/BBL)* 64.9 65.6 0.7 316
. Group Market price of
1,160 1,195 +35 919
paraxylene ($/t)
Metals Group Market price of 314 137 +23 162
copper (cent/lb)
Resources and | Electrolytic copper
metals sales (1,000 tons/FY) 312 307 - 302
® Electro-deposited
copper foil sales 2,100 2,040 -60 2,097
{ton/month)
Electronic Treated rolled copper
materialg foil sales 3,736 3,630 -106 3,021
{1,000 meters/month)
P zlglmgnethiales 305 25.5 5.0 24.2
Wrought copper
product sales 20.2 19.8 0.4 16.8
Metal (Sll;gggltosizng;roduct
Manufacturing sales (1,000 tons/FY) 2.5 2.6 +0.1 1.9
High quality products
| ® ,atigo ((%,) yP 42% 42% — 41%

*Dubai spot price




2. Assumptions (for consolidated earnings forecast for the year ending March 31, 2007)

Year earlier

ratio (%)

Previous .
forecast period
Revised Change {actual)
(announced
forecast {Apr 1, 2005
on May 10,
2006) —Mar 31,
2006)
Overall Exchange rate (¥/%) 110§ [110] 113 +3 113
Crude oil (FOB) +
Petroleum ($/BBL)* 58.0] [60.0] 62.8 4.8 53.5
Group Market price of 1,060 1.170 +110 963
paraxylene ($/t)
Metals Group Market price of 220 | [290]) 314 +94 186
copper (cent /1b)
Resources and | Electrolytic copper
metals sales (1,000 tons/FY) 628 627 1 588
Electro-deposited
copper foil sales 1,968 2,095 +127 2,080
(ton/month}
Electronic Treated rolled copper
materials foil sales 4,800 4,065 -735 3,794
(1,000 meters/month)
ITO target sales
(ton/month) 35.9 33.0 2.9 26.1
Wrought copper
product sales (1,000 40.5 39.5 -1.0 364
Metal tS‘,O[l)];{g?)steel product
manufacturing sales (1,000 tons/FY) 4,0 4.7 +0.7 4.4
High quality products
P 45% 43% 2% 43%

Figures in [ } are assumptions for 2H of FY ending March 31, 2007.

{(Note) The forecasts described above are based on information available as of the release date of this
document. Actual results are subject to change due to various factors.
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Financial Highlights (consolidated)

Thousands of
Millions of Yen U.S. Doflars*t
{except per share aata) {except per share data)

Years ended March 31 2004 2005 2006 2006
For fiscal years:
Net sales ¥2,214,589 ¥2,502,538 ¥3,026,262 $25,761,999
Operating income 50,397 125,608 144,448 1,229,659
Income before special items 53,737 148,055 188,722 1,606,555
Net income 14,854 50,577 96,905 824,934
Net income per share*2 (in yen and U.S. dollars) 21.71 63.84 113.87 0.97
Diluted net income per share (in yen and U.S. dollars) —_ —_ 113.84 0.97
As of:
Total assets ¥1,572,529 ¥1,580,144 ¥1,859,583 $15,830,280
Shareholders’ equity 233,742 353,437 467,479 3,979,561
Shareholders' equity per share*3 (in yen and U.S. doliars) 344.01 416,98 551.36 4.69
Interest-bearing liabilities 754,027 643,790 684,736 5,829,029
For fiscal years:
Cash flows from operating activities ¥ 106,182 ¥ 45360 ¥ 24258 $ 208,504
Cash flows from investing activities 4,530 {15,170} (37,594) (320,031)
Cash flows from financing activities (115,794) (38,734) 11,962 101,830

*1. Armounts statad in U.S. doltars have been comwverted at ¥117.47 par U.S.1.00 dollar, tha rate prevalling as of March 31, 2006.

*2, Eamings per share wes calculated on the basis of the average number of sharas outstanding during the term. That number is 789,164,998 for the tarm
endad March 2005 and 847,046,824 for the term ended March 2006,

*3. Shareholders' equity per share was calculated on the basis of the numbar of shares outstanding at term-end. That number was 847,132,246 as of
March 31, 2005, and 847,047,065 as of March 31, 2006.

Net sales by segment Income before special items by segment

{BABons of yen) ?&mdm)

969
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Message from the Management

President and Chairman and
Repressntative Director Representative Director

Mitsunori Takahagi Yasuyuki Shimizu



B Review of Results
During the fiscal year ended March 31, 2008, the Japanese
economy recovered steadily, with corporate earnings
boosted by increased capital investment, brisk exports and a
rebound in production.

Under these favorable business conditions, Nippon Mining
Holdings, Inc. and its subsidiaries worked both to further
enhance performance and to address pending issues, such
as the withdrawal from the zinc business, which Inciuded
shutting down of the Toyoha Mine in Hokkaido, and the clo-
sure of an elactro-deposited copper foil factory in tha U.S.

Consolidated results for the period under review saw a
20.8% rise in sales over the previous period, to ¥3,026.3 bil-
lion (US$25,762 million), with income before special items
Increasing 27.5% to ¥188.7 billion (US$1,607 mitlion).
Excluding the effects of inventory gain associated with the
rise in crude oil and metals prices, income before special
ttems would have been ¥130.8 billion (US$ 1,113 million). Net
income for the period rose 91.86% to ¥98.9 billion (US$825
million}, notwithstanding losses associated with the closure
of the electro-deposited copper foil factory in the U.S. and
charges for the impairment of fixed assets.

With regard to our financial position, aithough the balance
of Interest-bearing liabilities rose dus to an increase in working
capital associated with rising crude oll and metals prices, our
equity ratio rose 2.7 points from the end of the previous fiscal
year to 25.1%, due to increased shareholders’ equity from
profits, and the debt/equity ratic improved 0.38 point to 1.46.

Wa determine dividends taking into overall consideration
{1) eamings levels for the term in question; (2) the character-
Istic of our business to large fluctuations from commeodity
markets; and {3) the sustainability of stable dividends. At the
same time, in the interests of maximizing enterprise valus, we
retain eamnings, first to strengthen our financial position, and
second to meet capital requirements for not only essential
Investments in maintaining and enhancing earnings capacity
In our existing businesses, but also investments for expand-
ing into growth areas. The annual dividend for the period
under review was ¥15 per share, including a ¥3 dividend
commemorating the 100th anniversary of our founding.

W Integration of Three Metals Companies

In Aprit 20086, the Nippon Mining Holdings Group integrated
its three core metals-related companies, Nippon Mining &
Metals Co., Ltd., Nikko Materlals Co., 1td., and Nikko Metal

Chairman and
Representative Director

P

Manufacturing Co., Ltd., Into the new company “Nippon
Mining & Metals Co., Ltd.” With the petroleum business of
Japan Energy Corporation and the metal business of Nippon
Mining & Metals Co., Ltd. positioned as its two core busi-
nesses, the Nippon Mining Holdings Group is now working to
enhance corporate value by achieving operational efficien-
cies and optimal allocation of management resources.

W Medium Term Management Plan: Implementing a

Strategy for Growth
The Nippon Mining Holdings Greup has developed a three-
year management plan covering the year ending March 2007
through that ending March 2009. This plan is based on three
elements: (1) delineating and aggressively executing a clear
strategy for growth; (2) striving for growth each year, to attaln
consolidated income before special items of ¥180 billion In
the period ending March 20089 (excluding inventory gains and
losses); and (3) raising the equity ratio to become a top-
ranked firm in terms of financial position, with a bond rating
of “A."

On June 28, 2008, following the announcement of the
medium term management plan, to address capital invest-
ments in the growth strategies, the Board of Directors of
Nippon Mining Holdings, Inc. adopted a resolution for a new
share issuance of 70 million shares through public offering,
wall as the Issuance of 10 milllon shares through third party
allotment, giving a total of 80 million newly issuad shares. This
resolution was impiemented, resulting in the raising of
approximately ¥87.7 billion in funds.

Whils undertaking safety control, strict compliance mea-
sures and proactive environmental initiatives, the Group will
make wide-ranging socistal contributions as it works to
become a stable and efficiant supplier of resources, materi-
als, and energy.

In December 2005, the Group reached the landmark of
the 100th anniversary of its founding. Wa view this not simply
as retrospection or commemoration, but rather as a new
starting point as we look forward to the next 100 years of
expansion and development. Moving forward, we will strive
to further raise our enterprise value and remain a business
group that deserves the trust of our stakeholders. Wa ask for
your continued understanding and support.

August 2008

President and
Representative Diractor

Sy




On April 1, 2008, the Nippon Mining Holdings Group Inte-
grated Its three core metals-related companies, Nippon Mining
& Metals, Nikko Materials, and Nikke Metal Manufacturing,
into the new enterprise “Nippon Mining & Metals Co., Ltd."

This Integration builds a unified structure ranging from
resources development to smelting and refining, electronic
materials and metal manufacturing, ranking among the
world's leading metals firns and poised to develop into a top-
class international enterprise combining competitive down-
stream businesses.

The new company will (1) plan and carry out dynamic

business strategy from a global perspective; (2} pursue syn-
ergies in technology and marketing; (3) obtain and develop
talent through integration of staff, and (4) gain additional
organizational and personnel efficiencies, primarily in over-
head units.

With Japan Energy's petroleum business and Nippon
Mining & Metals' metals business positioned as its two core
businesses, the Nippon Mining Holdings Group can now
move to further leverage management resources and under-
take proactive initiatives as part of a strategy for growth.

Nippon Mining Holdings

[ |

| Niopon Mining & Matals W\ e
(resources and non- [
fermous metaie) l {electronic matarials)

Japan Energy

{petroleurm)

Nippon Mining Holdings

N T
| METatiRing
LT A TR )

Indepandent Operating
and Functional Support

Japan Energy
{petroleum)

Resources &
Metals Segment

At the Board of Directors Mesting of Nippon Mining Holdings,
Inc. held on June 28, 2006, the Company resoclved a new
share issuance and offering {including the exercise of over-
allotment options). The number of new share is 80 million,
includes 70 million shares through public offering, and 10 mil-
lion shares through private placement, and the total number
of issued share increases up to 928,462,002, The total
amount of fundraising is approximately ¥67.7 billion, and all of
which is scheduled to be applied {¢ capital investment.

H Major capital investments

Electronic Materials
Segment

Increase through Public Offering and

Metal Manufacturing
Segment

T LT e L X

Please note that, as the current medium term manage-
ment plan, covering the three business terms from the year
ending March 2007 through the year ending March 2009,
was announced on April 10, 2008, the impact of the recently
implemented public offering and third-party allotment of
shares was not factored into the business performance fore-
casts of this management plan.

‘Scheduled Investment Schoduiod detes of
Company or plant Segment Nature of business (¥ million) Fund mising method commencament and completion
Total Already paid Commencement Completion
Japan Energy Carporation; _
Mizushima 00 Refinary, others Ot refining equipent 14,000 2006/4 20093
Japan Ensryy Corporation;
Tokya Branch Office, athers Petrokaum Servica etation equipmant 4,500 — 2006/4 2007/3
Kashima Aromatics Co,, Lid.
and Kashima 0 Co., Lid, Aromatic producs squipment 70000 | 772 | capralincreasetrough | 200511 2007/12
sharp lssuance,

Rikka Smefting & Refiaing Co., Lid; Metais Copper smalting and own fund and borowings
Saganaseki Smetier & Refinery (Resources & Metals) | refiing equipment, others 11,000 = 20064 2008/3
Rippon Mining & Matals Co., DuaHayer piated substrats (usad for
Rd.; Shirogana Works Motls chip-on-fim FoUting ecuipment 8,500 - 200644 20093
Nippon Micing & Metais Co, | (Eectronic Matorils
Li.; tsohara Works Sputtering targets equipment 10,000 - 2006/4 20093 J
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® Flscal year endlng March 2007 through fiscal year ending March 2009

The Medium Term Management Plan

— Implementing a strategy for growth —

Since the founding of Nippon Mining Holdings, Inc, in 2002, we have implemented several policies, primarily to
bolster our financial position and to restructure and build the competitiveness of existing businesses. With the
settloment of long-standing matters of concem, in the fiscal year ended March 31, 2006, the Group was able to
shift its management focus to a strategy for growth based on expansion and long term business objectives,
while continuing to strengthen its financial position.

This management approach remains the foundation of our new medium term management plan. We are also
taking steps to facilitate future growth on the basis of new business environment.

ﬂ To clearly delineate and aggressively execute a strategy for
growth.

@ To grow each year, reaching income before special items of
¥160 billion on a consolidated basis in the pericd ending
March 31, 2009 (excluding inventory valuation gain and loss).

® ' Bexi pelets

@ To raise the equity ratio to become a top-ranked firm in terms
of financial position, with a bond rating of “A.”




OvenviewJofiMediumitermiManagement{Rlan]

' Income before special items:

. ¥130-160 biltion
Eamings

Nat income: ¥75-90 billion

. {excluding inventory gain/loss)

Financial
position

Equity ratic of 33.5%

" Inthe final fiscal ysar, ending March 31, 2009:

(8.4 point increase over March 31, 2006)
Debt/equity ratic of 1.05

{improvement of 0,41 points)

Investment

Years ending March

Income before speclal items
{exciuding inventory galn}

Net income

Interest-bearing Habilitles
Equity ratio
Debt/equity ratio

To Bond
rating of A

" Approximately ¥350 billion over three years
Of this, 70% or ¥245 Gillion in expansion into growth area
., and enhancement of competitivensss in existing businesses

Business conditions and planning assumptions

¥188.7 blllion
¥130.8 billion

¥ 96.9 billlon

¥684.7 billion
25.1%
1.46

2009 Plan

; ¥ 160 biltion

'
'¥

|

| ¥693.0 billicn

90 billon

33.5%
1.05

| |

The planning assumptions adopted for the medium term management plan were based on the following business conditions.

World economy
Continued robust performance, based on
high economic growth In the BRICs countries.

Japanese economy
Contlnued gradual recovery supported by
capital investment and robust exports.

Market environment for crude oil, Non-ferrous
metals, and basic chemical products, etc.
Continued dramatic growth in global
demand for basic materials drlven by
increasing demand and infrastructure devel-
opment in the BRICs countries, continuing at
higher levels than previously expected.

IT industry

Strong medium to long-tarm growth, notwith-
standing possible short-term comection.

7 Plan assumptions [ |

Years ending March 2008 2007 2009
Actual  Forecast  Plan
T Exchange rate ik 118110 110
“Petroleum “Crude ofl FOB®' sty 535 580 500
Fuel oil salgs volume imilion kyear) 23.2 220 228
“Resourcesand  LME copper price ety o "i86 220 150
Metals PPC2 copper sales volume fhousand tonsivear 588 628 668
‘Hectonic  Blectro-deposiled copper fol sales volume wrovsaieesimesy 21 2.0 2.0
Materials Treated rolled copper fofl sales volume (housaw kmémortty 3.8 4.8 6.6
ITO (indium-tin-uxide) target sales volume tons/month) 261 359 509
Metal " Product sales volume housand tons/year 41 45 50
Manufacturing o performance materials ratio (%) 43 45 50

*1. Dubal spot prica
2. Pan Pacific Copper Co., Ltd. (copper-business joint vanture, Nippon Mining & Metals 86%, Mitsul Mining &
Smaelting 34%}
(Figures of “Ptan* are as of Aprll 10, 2006 at the time of the medium tenm management plan announcement, and
“Actugl,” “Forecast” are as of May 10, 2008 at the time af the announcement of the financlal result)

. ] Crude oil FOB/LME copper price C .

Crude oil FOB LME copper price
(US$/DbN (b}
80 T 400
70 H| == Crude oil FOB S| 3eg
(Dubai spot price) ﬂb
&0 L == LME copper prica_J /_\/ 7 / 300
50 /\/ / 250
30 — L 150
——'—'-d_-

10 50

0 Pt )1 1111 L1 1 1 1 1 1 ¢t r 11 R N S N N N N I | 111 1131111 I T T - 0

I 2002/4 20031

20041

2005/1

2006/1

]




Earnings plan (consolidated})

Sales should range between ¥3.1-3.3 tdllion on growth in
sales volumes for electronic materials and metal manufactur-
ing segments, notwithstanding a stronger yen and lower non-
farrous metals prices.

Income before special items will experience a superficial
decline due to a reduction in extraordinary gains such as the
inventory gain of ¥57.9 billlon, primarily for petroleum,
recorded in the fiscal year ended March 31, 2006, but is
expected to show a rising pattern on retums eamed from

.1 Earnings plan (consolidated) [ .

The Medium Term Management Plan

strategic growth investments, increased sales of growth
products, and greater product value-added. The Group pro-
jects eamings of ¥160 billion in the final fiscal year of the plan
that ends March 31, 2009. With write-cffs of major extraordi-
nary losses in the past, net income will rise, reflecting the
increase in income bafore spacial items during the period of
the medium term management plan, reaching ¥90 billion in
the final fiscal year ending March 31, 2009,

Biions of yen)

Years ending March 2006 Actual 2006 Actual 2007 Forecast 2008 Plan 2009 Plan
Afler retrganization
Net sales 3,026.3 3,265.0 3,080 3,100.0
Operating income 144.4 2.0 115.5 136.0
Income before special items 188.7 [130.8] 143.0[135.0) 145.0 160.0
Petroleum (Japan Energy Group) 99.0 a7.0 47.0 61.0 79.0
Metals (Nippon Mining & Metals Group) 86.3 B2.8 89.5 77.5 75.0
Breakdown of Resources and Metals 703 68.2 74.5 55.0 44.0
income before Electronic Materials 9.6 9.6 6.5 12.0 17.5
special itams Metal Manyfacturing 6.4 6.2 7.0 10.5 13.5
by segment Greup adjustments — {1.2) 1.5 0.0 0.0
Other {independent Operating and
o Functional Support Companies) 3.4 8.9 6.5 6.5 6.0
Net income 96.9 82.0 80.0 90.0
*1. Figurea for the term ended March 31, 2006 are retrospectively ad|usted for changes in classification scheduled in fiscal 2008 onward.
*2. Figures In square brackets Indicate Income befora spacial ttama excluding the effect of inventory gain assoclated with the rise in crude oll and metals prices.
Income befora special items as percentage of sales (%) 6.2 4.4 4.7 5.2
Eamings per share {yen} 113.9 96.8 94.4 106.3

* To faciiitate Inter-year comparisons, calcutated based on avarage number of shares during flscal year ended March 31, 2006 {847,047 thousand shares on a

consolidated basts).

(Figures of “Plan” are &s of Aprl 10, 2006 &t the time of the madium term management plan announcement, and "Actual,” “Forecast” are &s of May 10, 2006

at the time of the announcement of the financial result)

. _}Income before special items [ .

{Bllllons. of yen)
0 1887
!Eu—‘—o 80
150 143.0 145.0
13 8.0 1835
g "o
100
750
|75
50 75.8
895 780
81.0
481 0
0
2006 Actual 2007 2008 2009
Adler reorgan. Foracast Plan Pan
Years anding March 31

. Petroleum OMetals COther Oinventory gain

" JNetincome C .

(Billons of yem)
100.0
0.0
8zo 0.0
200
60.0
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a
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Forecast Per Plan
Years encing March 31




— Focus on investment under strategy for growth —
We will invest approximately ¥350 billion over the three-year
period of the plan. 70% of the total investments, or ¥245 bil-
lion is investment In expansion into growth area and

Metals: Acquiring an interest in the Regalito coppsr mine
in Chile
{2} Equity investments in Hibi Kyodo Smelting Co., Ltd. and

investment in its Tamano Smalter, resulting from the integra-
tion of the copper production unit into Pan Pacific Copper

enhancement competitiveness in existing businesses.
The plan incorporates the following major investments,
{1) Invastments in large-scale projects
Petroloum: expanding production capacity for aromatic

(3} Investments to strengthen competitiveness of oil refineries
and expand businesses such as copper refining, environ-

products mental recycling, and slectronic materials
@
" T -
| Investment In plant Depreciation and ! Investment in plant ( Depreciation and |
and equipment amortization and equipment | amortization !
and financing | approx. ¥138.5 billion ~ and financing | approx. ¥169 billion
@ * approx. ¥177.5 billion | : approx. ¥350 billion
2004/3-2006/3 Actual 2007/3-2009/3 Plan
__—1Capital expenditure T .
{Blitons of yen}
@ Years ending March 2006 2007-2009
Actual Cumulative total amount
(1) Expansion Into growth area 14.6 140.0
(Major Issues) Expand capacity of petrochemical products
Invest in overseas copper project
Strangthsn snvironmantal recycling business
Davalop new electronic materials products
® Expand capacity for electrenic materials products,
go to higher value-added
Expand pracision fabrication and precision
rolling business overseas
Strengthen afloy busingss
(2) Enhancement of competitiveness in existing business 14.1 105.0
(Major issues) Strengthen oil sales threugh investmen in service stations
® Strengthen competitiveness of oil refineries
Bolster copper refining business
Integrate copper smelting and refining operations
(3} Maintenance 37.7 105.0
Total 66.4 350.0
Cash flows and the reduction of interest-bearing liabilities (consolidated)
@
We expect high levels of earnings during the plan period to decline by ¥25.0 billion, due to the positive frae cash flow
generate ¥7.5 billion in free cash flow, notwithstanding sub- and funds paid in by minority stockholders at capital
stantial investments in our aggressive strategy for growth. increases.

We alsc expect the balance of interest-bearing liabifities to




The Medium Term Management Plan

- _1Cash flows and the reduction in interest-bearing liabilities T |

{Bltons of yen}
Years ending March 2006 2007-2009
Actual Cumulative total amount
{1} Cash flows from oparating activities 24.3 381.0
(2) Cash flow from Investing activities (37.6) (321.5)
Capital expanditure, investment & advances (66.4) (350.0)
Investment & loan collections 28.8 28.5
(3) Other (dividends etc.) (19.6) {52.0)
(4) Free cash flow (142+3) (32.9) 7.5
{5) Increass (decreass) in cash and equivalents (1.4} 4.0
{6) Others — 215
Decline in Interest-bearing Habilities (4-5+6) (31.6) 25.0

* Diacrepancies with Interest-bearing liabllities stated on balance sheet are due to effect of newly consolidated companlea.
{Flgures of “Cumuiztive total amount™are &s of Aprl 10, 2006 a1 the time of the medium tarm management plan announcement, and “Actual® are s of May

10, 2008 at the time of tha samings announcement)

Consolidated balance sheet

In March 31, 2009, the end of the final year of the medium
term management plan, the balance of interast-bearing liabil-
ities will increase ¥8.3 billion over the level as of the end of
March 31, 2006, to ¥693 billion. Owned capital will rise by
¥191.5 billien, the amount of cumulative eamings during the

"1 Consclidated balance sheet T .

.....................................................................................

period, to ¥659 billion. The resutting equity ratio will be
33.5%, an increase of 8.4 points, with a debt/equity ratio of
1.05, an Improvement of 0.41 point. Achieving these plan tar-
gets will bring a bond rating of “A" within sight.

Years ending March 2005 Actuat 2006 Actual (8 2009 Plan (B} Difference (B-A)
Total assats bibons of yen) 1,580.1 1,859.6 1,969.0 (+) 109.4
Interest-bearing llabllities fitons of yesy 643.8 684.7 693.0 (+} 83"
Owned capital (ilfons of yan)=2 353.4 467.5 659.0 (+) 1915
Equity ratio () 22.4 251 335 (0) 84
Shargholders’ equity per share fenj? 417 551 778 (o) 227
Debt/equity ratio 1.82 1.46 1.05 (o) 041

1. The variance between cash fiow and mduction In Interest-bearing llabilitiea ls dus to the effect of nawly consolidated subsidiaries.
"2. Owned capital for tha pericds endad March 31, 2005 and 2008 represent the amounts postad unkier sharehoiders’ squity.
Cwnad capital for the period ending March 31, 2009 is tha total of sharahoiders' equity and valuation and transtation adjustment from the net assat section

{exciuding minority interests).

*3. To faclitate Intra-year comnparisons calcutated using sharss outatanding as of the March 31, 2006 (847,047 thousand shares on a consolidatad basis).
(Figuras of “Plan” arg as of April 10, 2008 et the time of the medium term management plan annauncemaent, and "Actual™ are a3 of May 10, 2006 at the

time of the announcamant of the latest financlal result)

{Bllions of yen)

1,969.0
2000 18598 ]
4.29 times ]
18287 \ 15725 1,580.1
1,500
3.23 times 5%
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el =
1,000 8764 ~ 25.1%
1540 —— 1.82 times - 6330 g5y
Mememe LT 145 times
e —
500 e 14.9% 124 oo e |
049 my 1,05 tiwes
D PU——
{ 2003 2004 2006 2089 Plan ]
A3 of March 31
CTotaf assefs ~ Interest-bearing fiabilitles ' Owned capital =Debt/equity ratic =Equity ratio

* Owned capital for the periods ended March 31, 2005 and 2008 reprsent the amounts postad under shareholders' equity.
Crwned capital for the pered ending March 31, 2009 is the total of sharshoiders’ equity and valuation and transiation adjustmant from the net asset section

{axciuding minority Interests).




BasiclStrategiesKeyllssuesjfor{Core]Businesses

1. Make refineries more highly functional and value added
© Strengthen heavy oil processing facilities to enable production with economical crude oil input and a “bot-
tomless” refining process
O Promote the Aroma project at Kashima Refinary

2. Respond to need for balance between refining and sales volumes

Petroleum O Armrange for an increase in in-house production capacity and external sourcing

3. Address environmenta! issues (laws and regulations)
O Study blending of biodiesal fuel into gascline
O Address Kyoto Protocol requirements {such as involvement in emission trading and participation in the
CDM (Clean Development Mechanism) business)

[[REscticeslandMetalsiSegment]

1. Strengthen and expand the existing copper smelting business
O Establish integrated copper operations at PPC (Pan Pacific Copper}
© Complete capacity expansion plans at Saganosekl, Hitachi (450,000 tons/ annum) and Tamane (260,000
tons/ annum}
© Develop export markets for products such as electrolytic copper and sulfuric acid, and improving their margins

2. Promote the ovarseas copper rasource business and the hydro-metallurgical process
© Promote the SX-EW project (Regalito project)
© Sucocassfully participate in promising coppar concentrate projects by working jointly with LS-Nikke CGopper
Inc.
© Promote mine development with through Group exploration efforts
© Reinforce the relationship with Codelco S.A. (Chile)

3. Strengthen and expand the environmental recycling business
© Pursue more efficiency and more capacity in industrial waste treatment faciiities
© Achieve the stable collection of copper and precicus metals scrap and enhance the capability to receive
and dispose of this scrap
O Promote technology differentiation and diversification

Segment

1. Improva profitability in the electro-deposited copper foil business
Metals O Establish an efficient production, sales and development system following the closure of a U.S. plant
© Shift to higher margin products, improving productivity, and improving profitability through cost reductions
2. Improve profitability of growing product lines in existing businesses
O Secura a position as a first vendor of treated rolled copper foil and target materials by making a timely
Investment in capacity expansion
3. Reinforce and promote new businesses
© Launch MAQINAS® (dual-layer plated sheets for use in Chip on Film (COF)} business as originally planned
O Develop the surface treatment material business
© Develop naw technology in promising growth areas, which can drive the Company’s next core business

VS RMANUIREHIE, ot mant

gy

. Strengthen precision rolling business
© Expand the materials business for high-grade connectors and materials for automotive components
© Expand sales of rolled copper foil through developing highly functional products and exploring new applications
© Expand sales of high-grade stainless stesl in China through Nikko Woojin Precision Manufacturing (Suzhou)
Co., Ltd.

2. Strengthen precision processing business
O Expand surface treatment business
© Expand integrated production (plate, press, and assembly) for connectors
O Expand the magnesium allay melding business
© Develop the LCD monitor component (backlight electrode) business




The Medlum Term Management Plan

Japan Energy Mediumto
Long Term
Gro Up Management

Goals

We have established and are work-
ing towards medium to long term
management objectives for the fiscal

year ending March 31, 2011 by

implementing the earnings plans in
the medium term management plan
and investing in expansion into
growth area.

Consolidated
incomelbefore;]
Speciallitems]

\/

| ¥200 billion level |

Nippon Mining &
Metals Group

Equityjratio]
V
40%
N
(/\ \ lequity/ratic)
, "1}-7' h\\_\ ‘\.f.
\_:Z/ | Ratiolessthan 1.0 |
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Isao Matsushita

President and
Reprasentative Director

Japan Energy Corporation

The Japan Energy Group has undertaken a variety of struc-
tural reforms to respond to fierce price competition and
other challenging business conditions. Group efforts have
yielded management efficiencies, including (1} reductions
in refining costs, from alliances with other companies and
measures such as shuttering ol processing facilities; and
(2} increased retail competitiveness, from reorganization
and strengthening of retail companies.

While continuing to relentlessly pursue cost reductions,

Japan Energy is rolling out a range of managemesnt policies
based on the dual concepts of growth strategy and effi-
ciency. Initiatives include strengthening competitiveness
by promoting a “bottomtess” oil production system at
Mizushima Refinery; implementing a growth strategy of
. increasing production of petrochemical products at
Kashima Refinery; and strengthening retailing by introduc-
ing management focused on customer satisfaction and
Value Style service stations.

Addressing environmental issuas is an urgent priority for

the energy industry, as seen in the promulgation of the

Kyote Protocol. The Japan Energy Group, which has
obtained I1ISO 14001 certification at ali its refineries and fac-
tories, develops and manufactures environmentally friendly
products and is expanding into fuel cell-related businesses.
All of these activities are designed to proactively address
environmenta! problems such as global warming. In addi-

D

tion, Japan Energy is introducing strict compliance mea-
suras through comprehensive CSR (corporate social

e ie e —
i Pl

responsibility) program and enriching and strengthening
environmental conservation efforts and social contributions,




@etroleum Exploration and DevelopmenD

The business of petroleum exploration and development is
centersd on Japan Energy Development Co., Ltd. In Japan,
the Nakajo Plant continues stable production of natural gas,
crude oil, and iodine. In overseas, crude oil projects are
underway in the Middle East, China, and Oceania. Production
volume in which the Japan Energy Group held interests
amounted to approximately 18,000 barrels of equivalent per
day in 2005.

Exploration activities are carried out both In Japan and
overseas. In particular, 2005 saw tast drilling in the Japanese
offshore Sanriku Oki (Tohoku) and Iburl Oki{Hokkaido). This
yielded both geological data on the offshore areas in ques-
tion and experience in deep-sea drilling tachnology.

United Petroleum Developmerd

NMC Pear River Mouth 01l /°
Dovelopment
Southem Hightands
Patroleum

SE Gobe Ol Fleld, Southem Highlands Petroleum  Crude oil development offshore Pearl

Co., Ltd. River Mouth In the South China Sea
IBrincipzfoverseasiprojects)
Datn Interest heid by

Project {company) name estabiished Location project company (Qwmorship

Southern Highlands Petroleum Co., Lid. Oct. 1990 Papua New Guinea onshore 23.6% 80.0%

NMC Pear River Mouth il

Development Co., Ltd. Dec, 1985 Offshore, Pearl River Oetta, China 15.0% 100.0%
Abu Dhabi 0ll Co., Ltd. Jan. 1968 Offshore, Abu Dhabi 100.0% 31.5%
Untted Petroleum Development Co., Ltd. Nov. 1970 Oftshors, Abu Dhabl/Qatar border 97.0% 35.0%

< Principal overseas projects

Southem Highlands Petroleum Co., Lid.
Southern Highlands Petroleum Co., Ltd. was established

jointly with Japan Petroleum Exploration Co., Ltd. and
Teikoku Oil Co., Ltd. for oil and natural gas exploration and
producticn in Papua New Guinea. The SE Gobe oil field,
where production began in 1998 and stable production con-
tinues, is one of the few fields in the world in a mountainous
region (altitude 1,000 meters).

NMC Pearl River Mouth Qil Development Co., Ltd.

NMC Pearl River Mouth Qil Development Co., Ltd., engaging
in production actlvities at the Lufeng 13-1 oil fleld, through a
local operations company, JHN, established jointly with

Japex New Nanhai Ltd. and New Huanan Qil Development
Co., Ltd. JHN won a portion of the production operations for
the Lufeng 13-2 cil field being developad by the China
National Offshore Qil Corporation.

Abu Dhabl Oil Co., Ltd.

Abu Dhabi Qil Co., Ltd., in which the Japan Energy Group
invasted Jointly with Cosmeo Oil Co., Ltd., is continuing stable
production at the Mubarraz, Umm Al Anbar, and Neewat Al
Ghalan cil fields.

United Petroleum Davelopment Co., Ltd.
United Patroleum Development Co., Ltd. is carrying out

development and production at the Al Bunduq oll field lying
offshore on the border between Abu Dhabi and Qatar. After
acquiring an equity stake in 1979, the Japan Energy Group
became involved in managemsnt of the company together
with other companies as a new spensor at the time of the
2001 restructuring. A project to inject associated gas under
pressure into the reservolr is now underway as a way to deal
with environmental issues and increase production.

O Domestic
The Nakajo Oil and Gas Field

Cumuiative production volume of natural gas at the Nakajo
Oil and Gas Field since production began in 1859 has
exceeded 5 billion cubic meters, and it continues te operate
smoothly as a leading Japanese oil and gas field. In addition,
lodine is extracted from underground water (Kansui), which is
produced with dissolved gas. The iodine is sold as raw mate-
rial for pharmaceutical and other chemical products.




The Nakajo Of and Gas Fleld

( Supply Sector )

Japan Energy is raising business efficiency and reducing
costs to maintain its industry-leading competitiveness by
stepping up integrated operations with Kashima Oil Co., L1d.,
as well as through alliances with other companies in the
fields of refining and logistics.

Q Production locations
Production bases are Mizushima Oil Refinery (Okayama
Prefecture), Chita Oil Refinery (Aichi Prefecture), and Kashima
Oll Refinery (Ibaraki Prefecture) of Kashima Qil Co., Lid. The
refineries are operated in a manner that emphasizes both
safety and environmental friendliness, and that alms to assure
maximum efficiency and competitiveness by taking maximum
advantage of the particular strengths of each refinery,
Mizushima Qil Refinery features a high proportion of sec-
ondary treatment units; this enables increased production of
high value-added products instead of C-heavy oil, for which
demand is decreasing. Petroleum products are produced
from crude oil through a continuous process. Regarding the
structure of demand for oil products in the future, demand for
light preducts such as gasoline will rise, while that for heavy
oil decreases. Mizushima Oil Refinery has shifted the focus of
its production from heavy oil to more high value-added white
il products by such means as enhancing its heavy oil crack-
Ing equipment, and is planning to create a bottomless"pro-
duction system that will eliminate C-heavy oil production.
Chita Qil Refinery has been operating on the production of
high-value-added petrochemical products, in particular

<~

Mizushima Oil Rafirery

Chita Ol Refinery

Mizushima Ol Refinery
Crude off refinery:
205,200 basrets/day

benzene, toluene and xyrene. Tha petrochemical products
produced at Chita Gil Refinery, which are used as raw mate-
rials for products such as textiles and resins, are expected to
attract increasingly strong demand in various marksts, partic-
ularly China. Japan Energy will take a flexible approach to
increasing production capacity in order to meet demand
growth,

Kashima Oil Refinery is an integrated refinery producing an
array of products ranging from petroleum products such as
gasoline and naphtha to petrochemicals such as paraxylens. At
present, the refinery is managed in a unified manner with Japan

Energy's refineries, enabling the Japan Energy Group to
achisve high efficiency and optimum preduction.
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Sultur-tree gasoline production plant
Mizushima O Rafinary)

Q Environmental awareness

All of the oil refineries and plants of the Japan Energy Group
have obtained 150 14001 certification, which shows the
strong commitment to the preservation of the environment.
This Includes efforts In energy conservation and prevention
of atmospheric and water pollution. Actively addressing
global environmental issues, the Japan Energy Group has
installed desulfurization equipment in Mizushima Oil Refinery
and Kashima Oil Refinery in advance of the enforcement of
mandatory government regulations, and has begun the pro-
duction and sale of sulfur-free gasoline and gas oil that
mests the 10ppm sulfur limit.

One countermeasure against global warming was the
conclusion of a contract for the acquisition of emission
credits for 1.5 million tons of COz equivalents with JMD
Greenhouse Gas Reductions Co., Ltd., which Is planning a
business to recover and process global-warming CFCs smit-
ted from a Chinese factory producing altematives to GFCs.
Japan Energy has thus acquired emissions rights for 0.3 mil-
lion tons of CO2 equivalents per annum, corresponding to
about 7% of annual emissions of global greenhouse gases
from our facilities during the first peried of the Kyoto Protocol
(2008-2012). Other measures include introducing energy-
saving equipment in our oil refineries, reducing emissions of
greanhouse gases through forest conservation activities, and
contributing to the Japan Greenhouse Gas Reduction Fund.

A fire drill (Mizushima Oll Refinery)

Agreement on wide-ranging
partnership with Nippon Oif
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O Petrochemical products

Japan Energy produces and markets propylene and aromatic
products such as paraxylene, cyclohexane, and BTX (ben-
zene, toluene and xylene) for use as raw materials in syn-

| . thetic fibers and resins. In response to the high level of
economic growth in East Asia, Japan Energy has decided to
install new equipment at Kashima Oil Refinery to produce
aromatics such as paraxylene, using condensate (crude oil,
associated gas) as raw materials. -

Japan Energy is the top domestic producer of normal
® paraffin, used as a raw material in surfactants, with an inte-
grated process for producing it from crude oil. Normal paraf-
fin is a functional chemical with high added value, and
refined from kerosene distillates by applying high technology 3 : )
with production capacity of 125,000 tons/year. Industrial 3 ¥ fit pg, “fh‘
cleaning agents, NS Clean and EM Clean hava grown their o] 1l -

® sales volume as substitutes for chlorine-based cleaning - .- e ? o R A 4
agents. The research and development, and commercializa-
tion of those environmentally friendly products are being
strongly promoted.

Also, Japan Energy is strengthening its competitiveness
by building a supply network for timely deliveries for not only
in Japan, but in other parts of East Asia as well. This effort
includes moving to larger storage tanks and shipment facili-
ties, ocean-going and coastal vessels, and dedicated tank
lorries.

2

Paraxylene unit (Chita Oil Refinery)

These development, production, distribution and market-
ing activities are raising our presence as a major producer of
petrochemicals in East Asia.

Joint aromatics project with Mitsubishi Chemical -
and Mitsubishi Corporation goes into operation
in ashima area

T o¥strengthenithelinternationalfcompetitivenesslofithe]Kashimalindustnalfcomplexdwithlalcomprahensivelaliancelinfoil
refiningland]petrochemicalsYthelinstallationsfolnswltacilitieslarelstatedfinlKashimal@illRefineryitodproductionloffarcg
maticiproductslandlightfnaphthaYusinglcondensatelicnideloil¥associatedlgas)lastalrawimateriaT el projectlislbeing
carrisdfoutbyfalnewlcompanylestaslishedlinfianuaryf2006XKashimalAromaticsICo it ¥ (inflUner2006 IMitsubishi
[ComorationjparticipatedfanditheYequityfshareYchangedftofiapanicnergy]80% YMitsubishilchemicallCorporationR 036
fandMitsubishilGorporationki 09 \AheYaromaticfproductstromithelprojectiwililbelsoldlictyapan) Energyfandithelight
haphthalwill]belsoldlto]MitsubishilchemicalYMitsubishilCorporaticniwilllccoperatelinfsourcinglthelcondensatalandlmard
ketinglthelaromaticlproductsYAlmastercontractiforfoperationfofitheljcintfventurelhasibeenlawardedjtolKashimalGilltoj
lansuraloptimallunifiedloperationiwithlexistinglfacilitiestatikashimal®ilRefineryy

N helapan|EnergylGroupiwilllincreaselannuallproductioncapacitylofparaxylenejiromle00i00cktonsliohit 000'G00jtons)
inf2008¥andloflbenzenelfromiaa0ioog]tonsitols500'000]onsYastalonelofithellargestsupplierslinlEastfAsialbyjthieselstepsy
fandlexpandleamingsitromlpetrochemicallbusinessy
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( Marketing )

O Retail sales

Japan Energy is dedicated to supplying products and ser-
vices that assure customer satisfaction at its 3,833 JOMO
service stations (as of March 31, 2006} throughout Japan.
Each JOMO station is an integrated center providing vehicle-
related products and services, and Japan Energy is continu-
ing to strengthen its sales network and Implement measures
to enhance its cost competitiveness and marketing capabili-
ties. Japan Energy strives to achieve customer satisfaction by
having everyone adopt a service mentality — from service
station staff to top management, and also rolls out Value Style
stations, based on designs that promote customer loyalty.

In the TACS (Top-of-Area to Customers’ Satisfaction) pro-
gram for 2006, Japan Energy is working to increass the com-
petitiveness of JOMO stations, under the rubric of developing
more profitable stations that promote customer loyatty. We
have also strengthening measures for staff development, the
goal being to deliver superior levels of service and develop
stations that lead their regions in compatitiveness.

Wa intand to make stations attractive as only JOMO can,
emphasizing heightened service from the customer’s per-
spective, We carry out regular nationwide surveys of

Valus styls type solf-servics stations

customer satisfaction and use the results to improve service.
To strangthen profitability we are also working to enhance
the competitiveness of our retail subsldiaries, the JOMO Net
companies.

Customer dermand is high for self-service stations, and we
have responded aggressively by putting in place 534 loca-
tions as of March 31, 2006.

[umbero CMOlservicelstations W
NOMOIself-senvicelstationslandlsetizsanvice]ratiol

JOMO service stations  Company-owned

Independent (Distibutor and retailer)
JOMO salf-service stations . Company-owned
tndependent (Distributor and retailer)
Self-service ratio —8—

Number of

Number of servico stalions self-service siations
5,000 1,000
4,000 800
3,000 600
2,000 400
1,500 200
4] o

AsotMarch 1 01

Sarvice station located at a shopplng mall
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" The creation of attractive service stations
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O LPG Retailing

In the liquefied petroleum gas (LPG) business, where deregu-
lation has led to fierce competition among types of energy
and companies in the industry, Japan Energy is working with
contracted LPG distributors to build a lifetime relationship of
trust with customers through its “CRUISE" sales promotion
activity providing customer care intended to build loyalty. in
2005, 33 distributors and 39 offices were participated in, and
based on a survey of about 4,500 customers, key points for
enhancing operations were proposed. Wa are also working to
build a compstitive retail network, as seen in the “More taste,
more fun: gas kitchen ideas speech contest” we held, with
female Judges offering tips to customers on how they could
create more convenient kitchens.

2005 spoech contest of gas kitchen idea

i :mm meLn
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LPQG refllling stations

C Lubricant sales

Our lubricant business produces and sells high-quality prod-
ucts with superior fuel-saving and life-extending characteris-
tics domestically, and is also focused on the cdevelopment of
environment-friendly products. In the Chinese markst, where
demand is expected to grow, we produce and market lubri-
cants through Shanxi Japan Energy Lubricants Co., Ltd.
(Yangquan municipality, Shanxi Province), and are growing
sales of petroleum products, primarily lubricants, at Japan
Energy (Shanghai} Trading Co., Ltd.
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Production of lubricants at Shanxt Japen Energy Lubricants Co., Ltd.




( Business Development )

Japan Energy engages in wide-ranging research on new busi-
nesses to go along with its long-standing efforts in the field of
oll refining technology and petroleum products. The variety of
technologies and accomplishments resulting from this
research form the backbone of new business development,
primarily in two fields, energy and the environment.

O Fuel cell system
Japan Energy began demonstrated operation of a stationary
enhanced LPG-type fuel cell system in January 2005. Japan
Energy was selected as one of the testers for the “Stationary
fue! cell system large-scale verification project” in 2005 con-
ducted by the New Energy Foundation with financial support
from the New Energy and Industrial Technology Development
Organization (NEDO). Japan Energy received grants for bulid-
ing 30 fuel cell systems, and deployed home-use fuel cell sys-
tem “JOMO ECOCUBE" with gathering its operational data. in
2008, Japan Energy received subsidy for building 33 systems,
and have been forwarding the deployment of the home-use
fuel cell systems to nationwide.

Our target is to deploy 150 “JOMO ECOCUBE" systems in
this three years project from 2005 through 2007,

O Soil quality preservation

Japan Soil Solution Group, a partnership of seven companies
inside and outside the Japan Energy Group, including Japan
Energy, has created a comprehensive support platform for oil
depots and other underground tank oil facilities, offering ser-
vices for the protection of soil quality. Gaining expertise
through surveys of Japan Energy's oil depots, while also
working to develop proprietary cleansing technologies.

Fuel cell systom

© Chemical recycling of waste plastic

Japan Energy is engaged In research and development of
processing technologies using oil refining facilities to regener-
ate petroleum products from thermal distillates generated by
waste plastic oilification plants.

Having introduced this technology at Mizushima Oil
Refinery from 2004, Japan Energy is processing light distil-
lates in oil obtained from breaking down plastics using ol
refining facilities. This allows the oil from breaking down plas-
tics to be recycled into generic petroleum products. This is a
significant contribution to the formation of a society where

resources are recycled.

C Wind power generation

To contribute to environmental protection, Kashima Qil Go.,
Lid. built a wind power generator in Kashima Qil Refinery. The
generator, which went into operation in March 2005, gener-
ates 4.45 million kilowatts of power annually, the largest
amount produced by a single generator of its kind in Japan.
The company sells this energy to The Tokyo Electric Power
Company, Inc. This project raceives grant suppornt from
METI's Agency for Natural Resources and Energy as part of
its New Energy Business Support Program.

Wind power generator at Keshima Ol Refinery
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Masanori Okada

President and
Representative Director,

Nippon Mining & Metals Co., Ltd.
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Nippon Mining & Metals, formed in the integration of three
metals-related core business companies, Nippon Mining &
Mestals, Nikko Materials, and Nikko Metal Manufacturing,
marked a new beginning in April 2006 of the new organiza-
tion integrating non-ferrous metals businesses ranging from

resource development to smelting and refining, electronic
materials and metal manufacturing.

Resources and Metals segment has built one of the
world's leading copper production consortiums in terms of
both quantity and quality around its partnership with Mitsul
Mining & Smelting Co., Ltd., Pan Pacific Copper Co., Ltd.
(PPC), and LS-Nikko Copper Inc. It is committed to establish-
ing an even more robust operating system. In resource
development, the Nippon Mining & Metals group invests in
and finances top-quality mines, and is engaged in the
Regalito copper mine project in Chile, involving integrated
operations, from mining to hydro-metallurgy smeiting.
Another focus is enhancing the competitiveness of its recy-
cling and environmental service, which contributes to the
development of a society based on recycling of resources.

Electronic Materials segment is working to cement its
position of the first vendor by expanding sales in growing
markets such as treated rolled copper foil, sputtering targets,
and other products in which it is ranked number one in
the world,

Metal Manufacturing segment is continuing its strategic
speclalization in high-value-added products, while aggres-
sively bullding its business in East Asia, especiaily the
expanding China market.

By pursuing a more dynamic business strategy with a
global perspective, the Nippon Mining & Metals Group seeks
to join the ranks of major non-ferrous metals producers and
become a leading global enterprise with competitive down-
stream capabilities.
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Resources and Metals Segment

Nippon Mining & Metals' Resources and Metals Segment is engaged in an integrated operation involving partici-

pation in promising overseas resource development projects, production and marketing of preclous and rare

metals, primarily copper products, recycling of non-ferrous metals and detoxification of industrial waste through
the use of mining and smelting technologies. The key factors in its success have been acquiring Interests in top-
quality mines, building the strongly competitive alliance, and staying ahead of the competition in technology.

( Copper Business )

The Nippon Mining & Metals Group aims to use its business partnerships in the copper industry
to create a federation of copper producers that provides world-class quality and volume, while

maximizing partnership effectiveness.

Pan Pacific Copper Co., Ltd. (PPC), jointly established through an alliance between Nippon
Mining & Metals and Mitsui Mining & Smelting Co., Ltd., Integrated the domastic smelting and
refining operations of both companies. Resource development, overseas smelting and refining,
and other new overseas projects will be advanced primarlly through PPC.

Nippon Mining & Metals is also laveraging Its comprehensive business alliance between PPC
and LS-Nikko Copper Inc., which was jointly formed with the LS Group of Korea and Japan
Korea Joint Smelting Co., Ltd., established with Mitsul Mining & Smelting Co., Ltd. as major

shareholders.

Resource Development Business

O Pursuing stable procuresment of quality resources
and retumn on investments

For the Nippon Mining & Metals Group, to maintain Intema-
tional competitiveness in the copper smaelting and refining
business, it is of the utmost importance to secure stable,
long-term supplies of high-quality resources, Accordingly, the
Nippon Mining & Metals Group has been an active participant
in resource-deveiopment projects overseas, principally in
Chile, from their development stages.

O Principal resource development projects

The objective of the Nippon Mining & Metals Group's financing
and investments in excellent minas is not only to secure stable
supplies of metat smelting and refining materals, but also to
sacure investment returns. The revenues from the Escondida
Mine (Chile), the world's largest open-pit copper mine, the
Collahuasi Mine (Chile}, and the Los Pelambres Mine {Chile),
are significant with steady operations. The Los Pelambres
Mine, in particular, has been very profitable since immediately
following the start of production, and is yielding the anticipated
retumn on investment. The Nippon Mining & Metals Group also
has agreements with Cadia Holdings Pty. Ltd. of the Ridgeway
Mine (Australia) and Philex Mining Corporation of the Padcal
Mine (Philippines} with respect to long term financing and the
offtake of goid-rich copper concentrates.

~ Collahuasi Mine [Chile}- J&"

e L

o

In May 2006, PPC acquired a major shares in Regalito
Copper Corp. (Canada), which held a interest in Regalite
copper deposit {Chile} and commenced a development
project. The objective is to create an integrated platform for
the copper business. The operation ranges from mining, and
preducing refined copper by using SX/EW (solvent extraction/
alectrowinning) process for the first time, to marketing.

The Nippon Mining & Metals Group will continue to
acquire interest in promising mining projects in its quest to
become an intematicnal integrated copper producer.

Los Pelambras Ming [Chils]
e p—
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Mine, investments and advances
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*SX/EW process (solvent extraction/electrowinning)
It is a copper production process ‘m} [ 'ﬁ j SEW] _> - N
which produces refined copper by  * - Leesilo .
depositing extracted raw copper - ) M - ST,
material, leaching the copper com- Pt Cm'sher —_s 4 \ oy
ponent using dilute sulfurlc acid, ke Dump leaching et
extracting copper ions in solution, Stock flow grade} Heﬂn;a \
capper

then pessing them through an %Q, &)1
electrolytlc process. Conveyer * Plant i

This process has seen wida- _Stock T 1 Port
spread adoption In recent years r 4 § -5 @
and now accounts for about 20% LY ~
of worldwide copper production, Crasher Heap leaching
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O High technological capabilities and
cost-compatitiveness
Copper smaelting and refining of the Nippon Mining & Metals
Group Is conducted at Saganoseki Smelter & Refinery and
Hitachl Worksa of Nikko Smelting & Refining Co., Ltd., and
Tamano Smelter of Hibi Kyodo Smelting Co., Ltd., both of
which are subsidiaries of Pan Pacific Copper Co., Ltd. (PPC).
investments were made in facilities at Saganoseki Smelter
& Refinery of Nikko Smelting & Refining Co., Ltd. in order to
increase productivity and cope with decreased output caused
by copper concentrate detarioration. Currently, the annual
capacity of copper smelting production is 450,000 tons. In
addition, the waxless permanent cathode method, first
employed in Japan at Hitachi Works in 2002, is also being
Introduced at Saganoseki Smelter & Refinery. With a stable
and high-quality production system, the annual capacity for
refined copper is 450,000 tons.

At Tamano Smelter, operated by Hibi Kyodo Smelting Co.,
Ltd., the annual capacity for refined copper production
reached to 260,000 tons in 2008 by investments in order to
improve the production facllities.

The annual production capacity at Onsan Smelter &
Refinery operated by LS-Nikko Gopper Inc. is 510,000 tons,
which is distributed primarily in Korea.

Those production centers are located close to China, the
world's largest copper consuming nation, and India, which
has seen a drastic increase in its levels of copper consump-
tion. The Nippon Mining & Metals Group will continue to
strengthen the system that allows us to provide these regions
with a stable supply of high-quality refined copper with short
delivery times.

The precious and rare metals contained in copper concen-
trate are recovered from the anode slime after the copper
refining process. The Saganoseki Smelter & Refinery of Nikko
Smalting & Refining Co., Ltd. uses Hydro-metallurgical
process for recovery of the precious and rare metals -~ the
first aquipment of its kind in Japan. Compared to conventlonal
pyro-metallurgical method, this plant enables to recover gold
in a short time, provide higher quality, and reduce costs.

EEER e oo cadinolprogucestoetinedicoprey)

{Tens of thousands of tons)
Company Procuction volume per annum
1. Codelco 174
2, PPC* / LS-Nikdo Copper 105
3. Phelps Dodge 89
4, Grupo Mexico 61
5. KGHM Polska Miedz &6

* Pan Pacific Copper
Source: Brook Hunt Copper Metal Service 2ndG, 2006

Tamano Smolter
(Hibl Kyodo Smeiting Co., Ltd.)
[Okayama Prafacture]
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® Copper smelting and refining process
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' Onsan Smeiter & Refinery Hydmtallumic‘gl plant for recovery of precious
@.8-Nikke Copper Inc.) [South Korea) end rare metals at the Sagancaekl Smelter & Refinery
(Nikko Smelting & Refining Co., Ltd.)

Gold Ingots and shot L ke

Copper smetlting and refining operations integrated ' i} -
into Pan Pacific Copper Co,, Ltd. {PPC) ! l O PAMN PACIFIC COPPER
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tolPREYANd prncipallyYRREIwilbepremotingiiutursloverseastcopperdevelopmentprojectsy
peclnas¥eonductedipurchasingfandlprocurementfoffcoppedconceniratesyenirustingfot
smeltingfandlretiningyworkjtoYitsitwolparentfcompaniesfandimarkstinglofiproducteMwithithel
StrengtheninglofjthelaliianceYRRelestablishedlantintegrated[managementlsystemlinciudinglits!
lownlproductioniplatformithatawilllfirthegenhancelitsicompstitiveriassy
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(Recycling and Environmental Services)

The Nippon Mining & Metals Group’s recycling and envircnmental services business, based on its long year expe-
riences and advanced technologies with mining and smelfting operations, camies out a recycling business, which
récovers copper, precious metals, and other valuable metals from recycling materials, and an environmental ser-
vices business, which manages detoxification of industrial waste and recovery of valuable metals.

O Advanced melting technology to achieve C Nationwide metal recycling and environmental
“zero emissions clean recycling” service network

Recycling business utilizes a copper smelting process for the Centering on Metals Recycling & Eco Business Division of

effective collection of minute amounts of valuable materials Nippon Mining & Metals, the Nippon Mining & Metals Group

contained in electronic components. Environmental services has built a nationwide network with affiliates of recycling and

business has a system capable of handling difficuit-to- environmental service business and is actively working to

process waste materials, thereby increasing its synergy with expand operations.

the recycling business.
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Outline of the recycling and environmental services business

Nikko Tsuruga - 4
Recycle
{prefreatment)

N4
Nikko Smelting and Refining
Saganosekl Smelter & Refinery

Rocovery of coppes, pracious matais, lexd
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[Slag foaming)

For cement materials, ete, ¢

=== Non-ferrous mstal scrap {4

Waste office appllances, battery,
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Vahable metals
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Electronic Materials Segment

Electronic Materials segment of Nippon Mining & Metals has a diverse
product line that enjoys a large share of global markets. Leveraging its
expertise in non-ferrous metals, including the high purification, the high-
density sintering, and the surface treatment technologies. Nippon Mining &
Metals strives to be the “first vendor,” the most reliable partner for cus-

tomaers by responding quickly to their diverse needs.

(Electronic Materials Business )

Copper foils, sputtering targets, and compound semi-
conductors are our core products. All have won an
excellent reputation among customers worldwide,
particularly in Europe, North America and East Asia.

To supply new products in dramatically changing
markets for electronic materials in a timely fashion and
to create next-generation products, the Nippon Mining
& Metals Group primarily utilizes the long year experi-
enced high purification technique and control technol-
ogy for crystal structures, also introducing innovative
technologies such as nanotechnology. Striving cease-
lessly to be the “first vendor,” the most reliable partner
for customers, Nippon Mining & Metals responds
speedily to the increasingly diverse needs of our
markets,

[ Nikko Materials {Europe)

Gould Elsctronics

Products and applications of Electronic Materials segment in Nippon Mining & Metals )

[ Ourproducts | [ Primary application | |

Maljor end-use applications

PCs, mobile devices, digital home appliances

Medla

I

[Mobile phones} | FPDs*
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“FPDa: Flat panel displays (fat display devices such as LCD and plasma displays)
InP: Indium pheaphide

CdTe: Cadmium telluride

ZnTe: Zink telluride




| ichingseid Foil Manufacturing
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NMM Toda Works NMM tsohara Works |

3/ NMM Shirogane Works |

NMM Osaka Office
Nikko Metal Plating, Takatsuki Plant

A Nikko Materials Korea |
/ > Suzhou Nikko Materials |

JADA Electronics Shanghai Rep. | \ Nikio Materials USA |
a_ Niko Materials Tahwan ]
Nikko Materials Hong tong |
] JADA Electronics |
Nikke Matarials Philippines |
Operational bases of
Electronjc Materials Segment
Nikke Materials Singapore |
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lachara Works [Ibaraki Pratecture] Shirogane Works [Ibaraki Prefecture] Toda Works [Saltama Prefecture)

Produces varlety of sputtering targets, primar-  Produces copper foit products such as electre-  Produces compound semiconducters such as
ity for use in samiconductors and FPDs; Indium  deposited copper foil and treated rofled copper  indium epitaxiats for use in optical communications.
I phesphide and other compound semiconduc-  foll; metal powder, notably slectrolytic copper

tors; high-purity metals: and plating chemicals. powder; cobalt soap; UPINORG™; dual-layer

. plated substrate MAQINAS® for COF,




Copper foils

Copper foils are incorporated in printed circuit boards used
in elactronic equipment. Nippon Mining & Msetals produces
two categories; electro-deposited copper foil and treated
rolled copper foil.

Nippon Mining & Metals has a variety of electro-deposited
copper foll products, from super-thin {§ microns) to super-
thick (400 microns), meeting the needs of users for higher
density or finer patterns in their printed circuit boards.

Following the cessation of alactro-deposited copper foil
production in the U.S. in April 2006, our focus is to build
compatitiveness in tha business through further productivity
improvements in electro-deposited copper foil plants in
Japan, Germany, and the Philippines.

Treated rolled copper foil has superior characteristics for
usa in flexible printed circuit boards employed In the hinge con-
nection parts of clamshell-type {folding) mobile phones, includ-
ing high ductivity, thermal resistance, chemical resistance,
tharmal annealing characteristics, and fine etching properties.

Nippon Mining & Metals Is also actively leveraging its
expertise in copper foil manufacturing to develop substrate
materials required by the [atest mounting technology.

Major products

Electro-deposited copper foil, Treated rolled copper fail,
CAC, MAQINAS®

S \ N

A duaklayer CCL materal forming ultra-thin copper tayers by combining sputterng
on polymide fims with plating treatment. It |s the perfect materlal for circult boarda
for mounting of driver ICa for LCD devices, which require fine-pitched clrcuits.

MAQINAS® structure

Electro-deposited copper layer
Copper seed layer
NiCr tis-coat iayer

/7

Treated rolled copper foil production process

Treated rolled copper foil is produced by rolling the copper
ingots and treating the surface of rolled copper foil. The
process features an integrated production system within the
Nippon Mining & Metals Group; Resources & Metals saegment
produces the copper ingots, Metal Manufacturing segment
performs precision rofling at Kurami Works, and Electronic
Materials segment does the surface treatment finishes to
products.

mmﬂﬂﬂ

Electro-depoaited copper foll siitting machine in clean room at Shirogane Works




Sputtering targets |

Nippon Mining & Metals is the top global vendor of sputtering
targets, thin-film forming materials used for semiconductors,
transparent conductive films for FPDs, and storage media
components.

As a key element of our growth strategy, by December
2006 we plan to increase our capacity for high-purity copper
sputtering targets for semiconductors from the current 30
tons/month to approximately 40 tons/month.

Major products
Sputtering targets used for semiconductors, FPDs, thin films on
hard disc magnetic heads, and optical disks

The spuﬂerfr;g method

Sputtering is one of the major processes for forming thin
fims. lonzed argon atoms in a vacuum sputter onto the
surface of a thin-film forming material {target). Atoms of
the material are dislodged by the impact, which resutts in
the formation of a thin fim on the substrate.

Coaling plate Target materal
(backing Dhi Hectric power supply (smtl}tw target)

|- Depositsd
thin-film

Compound semiconductors [

Nippon Mining & Metals has established an integrated supply
platform for products ranging from high-purity metals, which
serve as raw materials for compound semiconductors, to sin-
gle crystal wafers and epitaxlal wafers. Nippon Mining &
Metals markets its industry-leading Indium-phosphide and epi-
taxial wafers under the ACROTEC brand in the world markets.

Major products

High-purity metal (In, Cd, Te)

Single Crystal wafers (InP, CdTe)

Epitaxial wafers (InP epitaxials, GaAs epitaxials)

Quality Inspactiona of ITO tergets

Targets for FPDs (ITO targets)

The growth of the market for fiat panei displays (FPDs}
has =purrad demand for ITO {indium Tin Oxlde) targets.
As panels grow larger and finer, tha molding and sintgr-
Ing technologies, and extonsive sxpertise will moet the
Increasingly stringent requiremants for quality control.

" Tergets for semiconductors
(High-purtty copper targets}
- Providing a wida varlsty of products Includ-
. g copper, tantalm, and titanlum used In
s semiconductor metallization and barriers,
: as well as molybdenum, tungstsn, and
cobalt, to addreas the rapid advances In
. P the scale of integration and Increases in
e device spesds b recent years.

NN

Magnetic targets and targets for optical disks

Producing magnetic sputtering targets for magnetic recording madia auch as
hard disks, as wel as sputterng targets fo¢ phase change optical discs, such as
CDw and DVDs.

| R
l A ’

| —

L —

InP {Indium phosphide)
Wider use of optical communications |8 expected to drive
growth in demand for thesa products, which ara used in the
light emitting and recelving diodes.
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Metal Manufacturing Segment |

Metal Manufacturing segment of Nippon Mining & Metals conducts pre-

cision rolling of copper alloy, special steel, and foil products with high-
quality and high-value-added features, and precision processing of

electronic components. Developing the businesses in the burgeoning
market in East Asia through the liaison among domestic and overseas

business bases, Nippon Mining & Metals is pushing forward with prod-
uct development and technical innovations that anticipate future market

requirements for high performance and high quality.

Products and applications of Metal Manufacturing segment in Nippon Mining & Metals

[ B
Main products Prlnclpal applications
Rolted copper Phosphor bronze” Connactors, Switch contacts, Springs for electronlc components, atc.
z:f dioc‘;:er alioy Corson alloy Semiconductor tead frames, Connactors, Sockats
Titanium copper* High-class connectors, etc.
Nicks! silver Quartz ascillator casings, Springs for electronic companents, Shield cover, lc.
Brass” Terminals, Connectors, ete, !
Special steg! Stalnless stasl” Display components, Springs for £lectronic components, etc. -
produets High nickel alloy Display companants, etc. P
Rolled foil Copper foil Flaxibla printed-circuit boards, etc. ‘{
products Capper alioy foll Fexible printag-circuit boards, Hard disk drive suspensions, etc
Stainless stesl foil Mobila phone switchas, Sheet heating element N
LCD backlight reflectors
High nickel altoy foil Organic EL metal masks, etc.
Nickel foil Sensor parts, etc.
Titanlum foll Corroslon reslstance parts, etc.
[ [Brecistonprecessing|BLsiness)
Main products Principal applications \
Plating products Gold plating High-class connectors, etc.
Tin plating Connactors, stc.

Press products

Stalnless stee!, Rolled copper products

Dispiay components, Terminats for automobiles, etc.

Molded alloy products

Molded magnesium alloy preducts

Mabile phone casing \

B-steps pracision rollng mill for producing high-precision uttra-thin folls
(Kurami Works)

Progducts marked with * are “Hyper-serles® with improved

High-precision gold-plated products production line at Hitachi Works
{Fuli Electronics Co,, Ltd))




- (Precision Rolling Business)

Ralled copper folla for FPCe
The wortd's highest quallty, the top share of the global market.

@ © Expansion of Precision Rolling Business in China
-Nikko Woolin Precision Manufacturing (Suzhou)
Co., Ltd.
in response to the growth and expansion of East Asian mar-
kets, particularly China, Nikko Woagjin Precision Manufacturing
?\ (Suzhou) Co., Ltd. was established to handle the precision
@ rolling and precision processing. This new production base
allows us to provide a flexible and timely responss to cus-
tomers shifting their production centers overseas in order to
address the needs of the Asian markets.

AL LT Y e

Pracision rolling line {Nikko Woajtn Precislon

. Nikko Wocdin Precision Manufacturing
Manufacturing {Suzhou) Co., Ltd.) {Chinaj

{Suzhow) Co., Ltd. [China]

Hyper phoaphor bronze
The sams composition as conventional materi-
als, offers greatly increased strangth.

© Strategic development of high-quality and
high-value-added products
Kurami Works, the major production center for our precision
roliing business, produces high-perfermance products in the
electronics field, including C7025 (CGu-Ni-Si alloys), copper
foils, Hyper phosphor bronze, Hyper titanium copper alloys,
GIGALLOY®, special copper alloys, ang stainless steel,
Especlally in foil products, Nippon Minlng & Metals sup-
plies a broad line of products, including copper foils, copper
alloy foils, and special stesl foils, that mest a wide range of
requirements, including high bend formability, thermal resis-
tance, consisting of both high strength and high electrical
conductivity. These products represent one of the central ele-
ments of our growth strategy, in the {T field, and also in the
rapidly growing market for automotive alectronics.

) Y
ard disk drives

R 1)
Stainless ateel folls for h

© Small-lot production and quick delivery
-domestic and overseas coil center group
Products rolled at Kurami Works are slit, traversed {bobbin-
rolled), and otherwise processed to customer specifications at
the domestic and overseas coil centers, such as Nikko Coil
Center Co., Ltd., Nippon Mining Singapore Pte. Ltd., Nippon
Mining Talwan Co., Ltd., and Nippon Mining Shanghai Co., Ltd.
Utilizing high efficient production system, the coil certers are
realizing “small lots production and quick delivery” to meet cus-
tomer demands.

Automatic packaging line
{Nikko Coll Center Co., Ltd.)
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( Precision Processing Business)

O Building an integrated group production system
The gold-plated products produced by Fuji Electrenics Co.,
Ltd. are used widely in IT applications and automoctive con-
nectors. The most unique feature is ability to handle the com-
plete range of processes from rolling the material to plating,
pressing, and even designing and creating metal molds within
the Nippon Mining & Metals Group.

Fuji Electronics Co., Ltd. offers a varisty of unique and dis-
tinctive technology in gold plating and tin reflow plating, as
the top company in Japan for this field.

e

-

Active expansion into the East Asian market of
precision electronics components

{Example of application] connactors for mobile phones

Pro-plated strips

© Expansion of gold plating business in China

In February 2006, the new precision gold plating business
center, Nikko Fuji Preclsion (Wuxi) Co., Ltd. was established
in the city of Wuxi in China’s Jiangsu Province.

Through close collaboration with Nikko Woojin Precision
Manufacturing (Suzhou) Co., Ltd., also located in the Jiangsu
Province, this new center will create an integrated system for
material rolling, plating, and pressing, comparable with our
gystern in Japan. This system allows us to provide a pruden-
tial service to customers in eastem China.

O A variety of elemental technologies

—metal molds, precision pressing, injection moiding
By combining a variety of high-level, elemental technologies,
including mold design and manufacture, precision press pro-
cessing, precision plating, fusion and assembly, and altoy
injection molding, we are working to expand our pracision
component processing businesses in Japan and other coun-
tries in East Asia.

S
1
- )
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B 2
Nikko Fuli Pracision (Wuxl) Co., Ltd. [Jlengsu Province, China]

Maldad magnesium elloy cases for mobile phones
{(Wooijin Pracision Industry Co., Ltd.} (Korea]
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O NMM Kurami Works

| @ Woolin Precision Industry Vs . ® lek.n gou‘ll:oc;mwﬂ
ce ngmm) \ @ PNT Corporation |
|® Nikko Ful Precision (Wisd) ™™
O Precisien rolling
@ Nippon Mining Shanghal{ @ Precision processing
\  Nippon Mining Taiwan | ® Coil center and others

@ Fuli Blectronice Dongguan |

@ Nippon Precision Technology (Malaysia) |

@ Nippon Mining Singapore |

Operational Bases of the
Metal Manufacturing Segment
in East Asia

S recision Processing

4

Fuji Elsctronlcs Co,, Ltd. [Japan]
Pracision plating, precision pressing

Nippon Preclsion Tachnology (Malaysia)

Nikko Woojin Precision Manufacturing

(Suzhoug} Ca., Ld. {China) Sdn. Bhd. {Malaysla) [China]
Praclsion rolling, precision pressing for Preciaion preasing for display Precision plating
display components. companenta

Nikko Fuli Pracision (Wuxl} Co., Lid.

Fuli Elsctronica Dangguan Co., Ltd.
[Ching}
Assembly of diaplay companents

PNT Corporation [Korea]
Tin plating

Coil Centers

al - T .
Mippon Mining Singapore Pte. Ltd.
[Singapare]

Nikko Coll Center Co., Ltd. [Japan]
[Taiwan]

L _ 4l

Nippan Mining Shanghal
{China]

Co., Lid.

Building an integrated system for precision rolling, plating and pressing in East Asia

In February 2006, Nikko Woojin Precision Manufacturing (Suzhou) Co., Ltd., in China's Jiangsu Province, began full-fledged
pracision rolling operations. Until then, precision rolling had only been done at Kurami Works, this company has a capability to
operate both precision rolling and precision pressing in a combination as its feature. Using the precision rolling and precision
processing technologies that Nippon Mining & Metals has accumulated over the years, this company manufactures such

products as high-performance stainless steel strips for use in springs for IT

and automotive parts, non-magnetic stainless

stee! strips and pressed products for display components to meet rapidly expanding demand in Chinese markets.
In addition, Nikko Fuji Pracision (Wuxi} Co., Ltd. alsa in Jiangsu Province, held a ground-breaking ceremony for the con-

struction of a new plant.

With an eye on increasing demand in East Asia, particutarty China, Nippon Mining & Metals is implementing a strategy for the
development of production and sales bases In the region. This strategy is dasignad to create an integrated manufacturing system
involving precision prassing operations at Fuji Electronics Dongguan Co., Ltd. in Guangdong Province for the manufacture of dis-
play components, and operations at Nikko Fuji Precision (Wuxi } Co., Ltd., planning the manufacture of high-precision gold plated
products for use in [T digital devices and automotive parts. And working closely with Nikko Woojin Precision Manufacturing
(Suzhow) Co., Ltd., a system will become a powerful platform for precision rolling, plating and pressing in East Asia.
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Technology Development

Under the principal management theme of “Resources Productivity Reform,” the
Nippon Mining & Metals Group Is pursuing the technology developments outlined

S A
N e Gt

below in order to uss resources more effectively, prevent global warming, and

reduce environmental Impacts.

© Development of copper recovery technology using
bio-leaching technology

The Nippon Mining & Metals Group has established BioSigma
S.A. jointly with Codelco S.A. the Chilean national copper
company, to conduct research and development on the appli-
cations of biotechnologies to mining and smelting. This pro-
ject, which is receiving the support of the government of the
Republic of Chile, seeks to establish mining technolegy using
microorganisms such as bacteria, through research actlvities
in genatic angineering fields such as genomics, protelnomics,
and bioinformatics.

Copper recovery process employing
bio-mining technology | R

Heap leaching at copper mina In Chile

O Development of recycling technology

The Nippon Mining & Metals Group is developing processing
technologies for metal scrap and industrial wastes, combining
mining technologies such as separation and hydro-metallurgical
process and pyro-metaliurgy smefting.

O Development of new smelting technologies

Nippon Mining & Metals is actively engaged in developing a new
copper smelting processe based on the hydro-metallurgical
process, a more environmentally friendly and efficlent next-
generation smelting technology. In the development of hydro-
metallurgical process for primary copper sulflde ores based
on leaching technology (the Intec Copper Process) being pur-
sued jointly with government and academic cooperation, and
basic tests for the recovery of valuable metals have been
completed. And trials of pilot plant ara underway, with the aim
of establishing a new processing flow for the separation of
steal and sulfur involving the sorting and re-use of residues.

O Development of high-performance copper alloys

Metal Manufacturing Company responds quickly to the
rapidly changing demand in the market for electronic prod-
ucts with programs for improvement of existing materials
{process development and improvement), and to technology
trands in markets and applications with a program for devel-
opment of new materials (comprehensive development of
new alloys and alloy processing methods.) This collaboration
in alloy and process developrnent has resulted in innovative
products, such as NKT322 “GIGALLOY®,” which combines
strength at the one gigapascal level with excellent bend
formability, which were impossible to achieve with traditional

copper alloys.




While engaging in such core business areas as petroleum and
metals, the Nippon Mining Holdings Group also has independent :
operating companies conducting such businesses as information
services, land transportation, titanium, electric cable and others,
as well as}unctional support companies handling common !

Clndependent Operating Companies)

Each independent operating company is committed to
building up its business and earnings capacity to
enhance corporate value.

Central Computer Services Co., Ltd. {an information
services business} provides a wide range of IT solu-
tions to clients inside and outside the Nippon Mining
Holdings Group. Maruwn Corporation {land transporta-
tion business) is upgrading its services as a compre-
hensive logistics service provider, placing the highest

( Functional Support Companies )

Common administrative tasks of the Nippon Mining
Holdings Group, such as fundraising and materials
procurement are efficiently conducted by functional
support companies.

Functicnal support companies are underpinning the
Nippon Mining Holdings Group, such as expeditious
fundraising in response to needs at core businesses of
the Group, and conducting an sefficient and stable

administrative activities for the Nippon Mining Holdings Group.

priority on safety in operation and transportation. Toho
Titanium Co., Ltd. {titanium manufacturing} is an inte-
grated manufacturer of titanium, offering a broad prod-
uct line ranging from titanium metals products to
catalysts and electro-ceramic materials. Tatsuta
Electric Wire and Cable Co., Ltd. {(wire and cable busi-
ness} is an integrated manufacturer active in the elec-
tronic materials and optical components markets.

procurement of materials with taking advantage of the
Group’s scale of economies.

Nippon Mining Finance Ge., Lid. Funds procurement

Nippon Mining Procurement Inc. Materlals procurement
Nippon Mining Research & Technology Co., Ltd.  Research/consulting
Nippor: Mining Business Support Co., Ltd. Administrative services

Nippon Mining Ecomanagement, Inc. Environmental management
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While viewing its larger mission in serving society as lying in the stable provision of
“resources, materials, and energy,” the Nippon Mining Holdings Group is actively
engaged in environmental activities based on its “Five Promises to the Earth.” The

entire Group also supports the creation of a lively and positive society through
assisting the development of cultural and sports activities, and engaging in philan-

thropic activities.

Nippon Mining
Holdings Group

Y .
Five __ Innovation

Promiges to
the Earth

) Identity Our social mission is to make effective use of the Earth's precious resources.
To promote the development of low-impact technologies, and contribute ta the creatlon
of a society with an environmentally-sound material cycle.

5 Inte ity To continue to contribute to coexistence in the global community and to operate In the spirit of
- gr protaecting the global environment.

N .
N Coliaboration Towork zealously to preserve the global environment and co-exist with the Earth'’s creatures.

M 3 As a global cliizen, to strive to work in hanmony with the global socisty and contribute to soclal
~ Contribution and a%onmlc development and a future of abundance,

oo
(] Nippon Mining Museum

g
1 JOMO Basketball Clinic

The Nippon Mining Museum exhibits materlals from the
hundred-year history of the constituent companies of the
Nippon Mining Holdings Group. It Includes not only priceless
materlals from the industrial history of mining and metat refin-
ing in Japan, but also exhibits conveying how the Group
prospers together with local communities, as symbolized by
the “Glant Stack,” and the Group's phllosophy of harmoniz-
ing with the global environment. Every year large numbers of
visitors to the Hall, from surrounding communitles or compa-
nies, as well as primary and secondary school studants from
Hitachl Clty (Ibaraki Prefecture) on fleid trips, come to appre-
clate the business activities and approach of the Nippon
Mining Holdings Group.

1. Nippon Mining Museum 4. Forestry voluntesrs

The JOMO Surflowers are one of Japan’s top women’s bas-
ketball teams. The Basketball Clinlc has begun since 1335, to
deepen communication with citizens in the community and
promote the enjoyment of basketball. At the ten-year mark in
2005, as part of a program to strengthen contributions to socl-
aty and to respond to the hopes of basketball fans, a speclal
team centerad on former Olymplans whe piayed on the Japan
tearm was formad and the frequency and coverage of the clin-
ics have greatly expanded. In 2005, the Basket Ball Clinic was
held at 69 locatlons acress Japan, the smiling faces of 2,905
children lsamed the fun and beauty of basketball.

2. JOMO Basketball Clinic 5, Presentation of “A Bouquet of Falry Tales” to
3. A Bouquet of Fairy Tales Director-General of Forestry Agency
and some of the sward-winning works 6. Cleanup volunteers

JQMJJMEEU.L!.ARL
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0o
{1 JOMO Fairy Tale Award

The JOMO Falry Tale Award Is an annual compstitlon in the

creation of original fairy tales on the thems of “heart-to-heart
contact,” The 36th annual compatition in 2005 welcomed
10,202 entries from members of the public, both adults and
children. A collection of winning stories Is published in a
book called "A Bouqguet of Fairy Tales,” which is donated to
welfare Institutions. In addition, the JOMO Children's Fund
makes a donation to the Japan Council of Soclal Welfare.

U
(] Forestry volunteers, contribution to Forestry

Agency's campaign for Japanese trees

Under a “Mori no sato oya” {means foster of forest) contract
signed in April 2005 with the Hara village In Nagano
Prefecture, Japan Energy Is cooperating In the managemant
of the village's forests. One aspect of this activity s Group
officers, staff, and thelr families participate as volunteers,
working with cltizens of the ¢community, in tree planting and
othar forestry work in and around the “Hara-mura JOMO
Ayumi-no-mori" forest.

Japan Energy also used “3.9 {sounds like “thank you" In
Japanese) Paper” which |s made from thinning timber, In the
JOMO Fairy Tale Award collection, A Bouquet of Fairy
Tales" for |ts paper stock. 72 tons of paper are required
annually for “A Bouquet of Falry Tales." By using of 3.9
paper, 72 tons of thinning timber In the contacted forests of
“Mori no sato oya” of Hara village are allowed 1o be used in
paper materials. And Its profits will be used for forest man-
agement In Hara village.

This activity was the first to be awarded the “3.9 Green

Style Mark” for this Inltiative's contributlon to the campalgn of
Japan's Forestry Agency to promote use of domestic lumber.

a0
[C Participation in activities to beautify local

environments

To maintain the communlcation with the local communities
surrounding lts plants and offlces, and to contribute to beau-
tification efforts, the Nippon Mining Holdings Group is an
active particlpant in clean-up campalgns and efforts to
racover garbage and empty cans.

a0
O Participation in international activities for

environment and sustainability

Japan Energy partlcipates in the Unlted Nations Global
Compact, which is an Initlatlve of social respensibllity setting
forth ten princlples concerning human rights, labour, the
environment, and antl-corruption. Japan Energy is committed
to strict observance of the United Natlons Global Compact’s
ten principles as it puts its corporate princlple “We Create
Energy” Into practice.

Nippon Mining & Metals is a member of the International
Councll on Mining and Metals, and striving to contribute to
the sustainable development of the non-ferrous metals
industry.

Under contract from the Japan International Cooperation
Agency (JICA), Nippon Mining & Metals also send our own
technicians to developing countrfes to help them deal with
environmental problems caused by such as the clesure of
mines.

o
[ Publication of social and environmental reports

Since 2004, Nippon Mining Holdings has published a group-
wide environmental report presenting the entire Group's fun-
damental approaches and its efforts related to soclety and
the environment. The core operating companies of the
Nippen Mining Holdings Group also publlish thelr own annual
environmental reports, presenting thelr Initlatives to reduce
environmental Impacts and promote good relatlons with local

communitles.
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OBasic philosophy

To enhance comorate value with efficient management through-
out the Group and the optimal allocation of management
resources, the Nippen Mining Holdings Group respects the oper-
ating autonomy of each group company. The Group manage-
ment is structured around basic management agrasments
between Nippon Mining Holdings, as a pure holding company,
and its core business companies.

Basic philosophy of Nippon Mining Holdings with regard to
corporate governance is to maintain effective control over the
Group operations and ensurs management transparency by
essentially keeping operations separate from the Group manage-
ment through the holding company systam. Nippon Mining
Holdings seeks to enhance corporate value and maintain sound
corporate management, while respecting and building up harmo-
nious relationships with its shareholders, employees and clients
as wall as local communities and all other stakeholders.

OCorporate governance system

{1} Composition and crganizational operation of the Gompany

Nippon Mining Holdings has Its own corporate auditors. All
important managemant decisions on behalf of business compa-
nies within the Nippon Mining Holdings Group are made by the
orpanizations of Nippon Mining Holdings such as the Board of
Diractors and the Executive Committes to maximize the benefits
for the Group as a whole.

The Board of Directors and the Executive Committee met 22
and 27 times respectively during the year ended March 2006.
The chairman of the Company also acts as the chairman of the
Board of Directors.

As a e, to create an effactive corporate govemance system
within the Nippon Mining Holdings Group, majority of the
Company's diractors are full-time directors who devote to man-
age and supervise the Group management, independant of each
business operation. The presidents of each group company
responsible for the execution of core business activities also act
as directors of the Company and report on the state of operations
at their respective core business companies at meetings of the
Board of Directors and the Exscutive Committes. The appoint-
ment of external directors is a matter for future discussion.

Threa of the Company's four corporate auditors are external
auditors, two of whom are full-time auditors {out of a total of
three full-time auditors). The corporate auditors make up the
Board of Auditors and moniter the execution of operations by
directors through steps such as attending meetings of the Board
of Directors. The corporate auditors also work in close coopera-
tion with certified public accountants (independent auditors), the
GCompany's internal auditing unit and corporate auditors at sub-
sidiary companies. They use the audits conducted by indepen-
dent auditors to enable them to conduct their own audits
efficiently.

Some of the corporate auditors double as auditors for core
business companies to ensure that audits are conducted effi-
ciently on the entire Group. Full-time personnel are assigned to
the Corporate Audit Office to provide support for the corporate
auditors.

External auditors perform auditing activities based on the

division of operations outlined in audit plan, as well as other corpo-
rate auditors. The results of each individual audit are reported and
opensd up to opinions during regular liaison meetings in an sffort
to share auditing data and expertise. All external auditors attend
the majority of meetings of the Board of Directors,

This extemal auditor-oriented auditing structure provides the
Company and the Group operating companies with all the audit-
ing capabilities they need.

(2) Internal audit unit

The Company's Intermal audit unit is its Audit Division, which Is
staffed largely by full-time personne!. Based on its audit plan, the
Audit Division conducts a program of audits each year covering
the main Group companies and their business premises, The
resutlts are then reportad to the representative directors and feed-
back on afl items highlighted provided to senior management.

Cooperation betwean corporate and independent audltors
takes the form of regular liaison meetings that also involve the
Audit Division and revolve around reports and exchanges of
opinions regarding the auditing structure, audit plans and audit
results. In addition to sharing information with independent audi-
tors during the aforementioned liaison meetings, the corporate
auditors and the Audit Division also hold regular briefing sessions
to discuss matters such as auditing and audit results.

Policy regarding areas such as planning, documentation and
gvaluation in relation to tha intamal control of the Nippon Mining
Holdings Group as a whole is discussed and examined by the
Group Intemal Control Committea based on basic group man-
agement agreements between Nippon Mining HoldIngs and core
business companies.

OStakeholder measures
(1) Efforts to revitalize general meetings of shareholders and make |t easier
to axercise voting rights

Nippen Mining Holdings sends notifications of its general meet-
ings of sharehoiders to all of its shareholders as early as possi-
ble. Following on from the pravious year, notifications conceming
this year's meeting (June 27, 2006) were sent out roughly three
weeks in advance. Both Japanese and English notifications are
available on the Company's website.

Nippon Mining Holdings is committed to ensuring that the
genaral mesting of shareholders ia not held on the peak date (the
busiest day of the year when most companies hold their share-
holders’ meetings). The shareholders' meating was held one day
before the peak date in 2005, and two days before the peak date
in 2006. The general mesting of shareholders in 2006 also saw
the launch of the system to exercise the voting rights via the
internat.

{2} Stepping up IR activities

In addition to releasing details of financlal results and medium
term managemant plan and organizing regular investor visits both
in Japan and overseas at the initiative of top management,
Nippon Mining Holdings also makes every affort to disclose any
appropriate information regarding its corporate actlvities and
financial situation on a timely basis, mainly through its {R
Department. The Company alsc posts IR information such as




present and past results and financlal data, annual reports and
other financial results, shareholder notices, such as notifications
of general mestings of shareholders and medium term manage-
ment plan, on its website, In addition, every effort is made to
actively and clearly disclose details of the Company's dividend
policy, management and business strategy, business environ-
ment and products and services, as well as its progress in terms
of tackling management issuss. As the Nippon Mining Holdings
Group is structured ground a holding company systam, steps are
also taken to enhance information congerning individual business
sagments in particular,

Materials distributed at the analyst meetings and similar
events are also made available via the Company’'s website as
part of Nippon Mining Holdings' efforts to ensure the fair disclo-
sure of information,

(3) Efforts geared towards respect for the position of stakeholders

The Nippon Mining Holdings Group Basic Compliance Regulations
stipulate that all group companies must act in good faith towards
their stakeholders in accordance with applicable laws and regula-
tions, social norms and corporate athics.

The Nippon Mining Holdings Group actively helps protect the
environment at evary stage of its buslness activities, including inl-
tiatives to reduce environmantal impact, recycle rescurces and
conserve resources and energy. Activities designed to establish
trusting relationships with local communities are also imple-
mentad on a Group-wide basis, including culture and sports pro-
motlon programs and a range of employse volunteer activities.
The Nippon Mining Holdings Group produces social and environ-
meantal reports detalling its environmental protaction and CSR
{corporate social responsibility) activities and makes them pub-
licly avaitable via its website.

The Nippon Mining Holdings Group actively strives to disclose
information regarding management and business trends on a
timely basis through sources such as the media and its website.
Every effort is also made to share information with employees
through measures such as management meetings and in-house
newslatters.

OBasic philosophy and approach to intemal control
systems
(1) Basic philosophy
In addition to establishing an intemal control system and promot-
ing internal control under the supervision of the Intemal Control
Promotion Office, Nippon Mining Holdings is also discussing and
examining policy in areas such as planning, documentation and
evaluation In relation to the internal control of the Nippon Mining
Holdings Group as a whole based on basic group managsment
agreements between Nippon Mining Holdings and core business
companies via its Group Intemal Centrol Committea,

{2) Progress

With regard to the development of an internal control system,
Nippon Mining Holdings sst out an outling systern to ensure that
Company operations are camied out comectly in accordance with
Article 362-4-6 of the Corporate Law and Article 100 of the
Reguilations for the Enforcement of the Corporate Law at 2 mesting

of the Board of Directors on May 10, 2008. The basic policy behind
this is to carry out angoing raviews and any necessary Improve-
mants to the system to ensure that Company operaticns remain in
accordance with the enactment, revision or abolition of relevant
laws and regulations and reflect changes in social conditions.

In addition to Introducing the Basic Compliance Regulations
of the Nippon Mining Holdings Group in May 20086, the Company
adopted an intemal reporting system used previously by core
business companies.

The Company has also decided to set up the Nippon Mining
Holdings Group Compliance Committes in October 2008 to make
its regulations mora effective and further upgrade Internal cor-
trols. This committee will lay down a policy for compllance edu-
cation and awareness-raising. monitor and review the
compliance record of each Group company, and operate its
whistleblower function.

Under the Group's holding company systern, each group com-
pany implements risk management measures tallored to suit the
precise characteristics of its business activities. Overall responsi-
bility for risk management rests with the holding company Nippon
Mining Holdings, as part of its Group management activities.

80ther matters

{1) Takeover defense measures

Based on Its holding company system, main aims of Nippon
Mining Holdings are to enhance the overall corporate value of the
Nippon Mining Holdings Group and to pursus directions and spe-
cific measures to ensure stable corporate management for the
saks of the Company's shareholders, investors and other stake-
holdars, Nippon Mining Holdings is also looking into the introduc-
tion of appropriate measures to prevent corporate takeovers that
could adversely affact the Company’s corporate value,

(2) Gther comporate govarnance related matters

To maintain effective control over the Group operations and
ensure managemant transparency by keeping operations sepa-
rate from the Group managememnt, Nippen Mining Heldings has
also implementad the following measures in addition to those
outlined above.

As a result of decisions taken at the Nippon Mining Holdings
Group management meetings held in April and October 2005, the
Company took steps to unify awareness within the Group to fully
accomplish the Group's medium term management plan. Nippon
Mining Holdings has also approved budgets and business plan
for core business companies’ business activities and is monitor-
ing their progress.

To enable fast decision making and to simplify the executive
structure within core business companies in view of the substan-
tial deregulation of corperate organizational design as a result of
the Corporate Law coming into effect in May 2006, and to help
increase management efficiency, the core business companies’
Boards of Directors, Boards of Auditors and Committees of
Executive Officers have been abolished and replaced with the
Executive Gommittes at each company.
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Nippon Mining Holding’s Corporate Governance Structure {outline diagram)

(As of October 1, 2006)

OGroup Management: Nippon Mining Holdings

General Meeting of
Sharehoiders
Carled PUblc Rocotarts | (———> | e Loy | oo Aulors B ot
(ndependent awditors) et . "
Auditing Majority of directors; full time Auditing Three out of four audltors; external
Supervision @ [ comoratoaudtottce
Eialrman of Board of Directors l
Execitive Committes President a&mmsen‘tnﬂve ]
]
Strategic Council | Audit Division (Internal auditing} l
IR Council
Sl 7 T RS eEs Corporate staff ——| Intemal Gontrol Promotion Offce |
Development
Compliance Committes
Management | (Basic group management agreements}

Group Management Gouncil 77

OBusiness operations: core business companies

4I£rwp Internal Control Cormmittee

ﬁ Auditing

Certified publlc accountants
{Independent auditors)

Statutory Auditors

RlapanlEnergyj NipponiMiningl&iMetals!
Presidest & Representative| | Exscutive President & Representative | | Ewecutive
Directer Committes Director Committes

ﬁ Auditing

Certified public accountants
{Independent auditors)

Statutory Auditors




Business and Other Risks

Matters that may have a material impact on the business of
the Nippon Mining Holdings Group Include those set out the
following. Forward-looking statements made in these sec-
tions are, unless otherwise stated, judgments made by the
Company as of June 27, 2006.

Risks Affecting the Entire Group

(1) Country risk relating to scurces of raw-material supplies

The Group procures large quantities of raw materials outside
Japan. in particular, it is aimost entrely dependent on limited
crude ol reserves in the Middle East and Indonesia, and on
limited copper concentrate sources in South America,
Southeast Asia and Australia. Country risk in those countries
or ragions, for example involving political instability, social
unrest, deterioration in economic conditions, or changes in
laws or policies, may have an impact on the Group's busi-
ness performance,

(2) Risk associated with business operations In East Aslan countries,
particularly China

Sales of products such as copper, petrochemical products,

electronic materials, and processed metal products made by

the Group depend heavily on demand in East Aslan coun-

tries, notably China, and the Group expects to achleve fur-

ther business expansion in those regions.

In the event that, for whatever reason, there is a decline or
other changs in demand for Group products in these areas, it
may have a material impact on the Group's financial condi-
tion and business performance.

{3) Risk retating to exchange rate fluctuation
Within the Group, receipts and payments arise from business
transactions denominated in foreign currencies, and the
Group also has substantial assets and liabilities denominated
in foreign currencies. In consequence, fluctuations in
exchange rates may affact the amounts of assets, liabllities,
receipts and payments when converted into yen.

In addition, fluctuations in exchange rates may also have
a material impact when the financial statements of overseas
consolidated subsidiaries or affiliated companies accounted
for by the equity method are converted into yen.

{4} Risk retating to collaboration with third parties or business investment
The Group ¢ollaborates with third parties through joint ven-
tures and other means, and alse makes strategic investments
in other companies in a variety of fields of business. These
partnerships and investments play an important role in the
Group's business, and in the event that, for various reasons,
key joint ventures experience financial difficulties, or it is not

possibie to achieve the desired resuits fram collaborative
relationships or investments, this may have a material impact
on the Group's financial condition and business performance.

(5) Risk relating to business restructuring

The Group is taking steps to reduce costs, centralize its busi-
ness activities, and enhance efficiency. During the year under
review, the Group posted a ¥13.6 billion loss in costs relating
to structural reform centered on closure of electro-deposited
copper foil production facilities In the United States, and it is
possible that further substantial extraordinary losses relating
to restructuring may arise in the future. It is possible that, as
part of this business restructuring, there wliil be further
restructuring relating to the electro-deposited copper foil
business.

In the event that the Group Is unable o executs this busi-
ness restructuring appropriately, or that the restructuring
does not achieve the envisaged Improvements in the Group's
business operations, this may have a material impact on the
Group's financial condition and business performancae.

(6) Risk relating to capital expenditures and investment and financing
Corntinuous capital expenditures, investment and financing
are necessary for the ongoing maintenance and growth of
the Group’s business. Howaever, it is possible that, for such
reasons as inadequacy of cash flow, it may become difficuft
to implement these plans. In additlon, it is possible that
actual investment amounts will greatly exceed projections,
and that projectsd earmnings will not be forthcoming.

(7) Risk relating to environmentas regulations

The Group's business is subject to a wide range of environ-
mental regulations. These regulations impose expenses for
anvironmental cleanups, and if environmental pollution were
to occur, they would require the payment of fines and com-
pensation, making it difficult to continue operations,

The Group’s operations give rise to considerabla quanti-
ties of waste water, gas emissions and waste matter, and
unforeseen circumstances may cause the volumes of these
discharges to rise above their permitted level. It is also possi-
ble that in the future these regulations will he applied more
strictly or strengthened, and also that new environmental
ragulations will be implemented that give rise to additional
cost burdens. The cobligations and burdens imposed on the
Group by these environmental regulations and standards
may have a material impact on the Group's financial condi-
tion and business performance.

The Group has made due provision to reserves based on
its axpectation of the cost of environmental measures relat-
ing to soil purification, asbestos, and PCB (poly-chloride
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biphenyl) operations, but if new or further measures becoms
necessary due to toughened environmental laws or regula-
tions, this could have a material Impact on the Group's finan-
cial position or business performance.

{B) Risk relating to operations

The Group's business Is exposed 1o a variety of risk relating
to its operations, such as risk of fire, exploslons, accidents,
import or export restrictions, natural disasters, mine col-
lapses, climatic or other natural phenomena, labor disputes,
and restrictions on the transportation of raw materlals or
preducts, If any of these accidents, disasters, etc., were to
oceour, they could cause considerable [0ss.

The Group obtains Insurance cover for accidents, disas-
ters, etc., 10 the extent possible or appropriate, but notwith-
standing this it is possible that compensation would not be
obtained for all damage.

(9) Risk retating to intellectual property rights

For the execution of its business, the Group owns patents
and other Intellectual property rights of varlous kinds, but in
certaln circumstances it Is possible that intellectual property
rights may be difficult to obtain or their validity may be con-
tested. It is also possible that Group corporate secrets may
be disclosed or misused by a third party, ar that as a result of
the rapldity of technlical progress, the protection afforded by
intellectual property rights becomes inadequate with respect
to technologles vital to the Group's business.

In addition, a claim from a third party of an infringement of
intellactual property rights in regard to Group technologies
may lead to the payment of substantial royalties or to the
prohlibitlon of use of the relavant technologles,

In cases such as those referred to above, in which the
Group Is unable to obtaln, or make adequate use of, Intellec-
tual property rights for the conduct of Its business, the
Group's buslness performance may be affected.

{10} Risk retating to the managemant of parsonal information

The Group manages personal Infermation in relation to busl-
ness activitias such as petroleum product sales, Information
services, and the accumulation of preclous metals. The
implementation of the measures necessary to protect that
information may necessitate considerable sxpenss,
Furthermors, the disclosure or misuse of customers' per-
sonal Information may have a material impact on the afore-
mentioned business activities.

{11} Risk relating to interest-bearing labliitles
At the end of the term under review, the Group's interast-
bearlng liabilities totaled ¥684.7 billion, the debt-to-equity

ratio was 1.46, and [nterest expenses totaled ¥11.0 blllion for
the term ended March 2006. The large size of these interest-
bearing llabilities may restrict the business activitles of the
Group.

In addition, to make repayments of principal and interest
relating to thesae liabllitles, it may be necessary for the Group
to ralse funds by such means as additional borrowing, equity
financing, and the sale of assets, but whether cor not it is able
to conduct this fund-ralsing will depend upon a varlety of
factors, such as the state of financlal markets, the
Company’s share price, and whether or not there are buyers
for the assets. Additionally, if interest rates rise either within
Japan and overseas, the resultant Increase In the Interest
burden may have a matertal impact on the Group's financlal
condltion and buslhess performance.

{12) Risk relating to assistance for affillated companies

Within the Group, assistance to affiliated companies Is pro-
vided in such forms as investment in capltal, financing and
guarantees, and [t Is Intended to continue providing such
assistance in the future. As of the end of the term ended
March 20086, the Group had granted guarantees to third par-
ties for ¥10.1 billion of the dabt of affiliated companies other
than consolldated subsidiarles. If these afflliated companies
fail to pay back thelr llabllities, or their business condition
deteriorates, this may have a material impact on the Group's
financial condltion and buslness performance.

(13} Risk reiating to the Impalment of fixed assets
The Group applied the Accounting Standard for the
Impalrment of Fixed Assets (“impairment accounting™ for the
term ended March 2005, prlor to compulsory application on
April 1, 2005. During the term anded March 31, 2006, the
Group stated an impairment loss of ¥5.6 billion relating to
electro-deposited copper foll production facilities in the
Phillppines. In the future, if factors such as changes In the
business environment cause the profitabllity of assets to
decline and make it unlikely that the amount of investmeant
wlll be recovered, thelr book value will be lowerad to reflect
the likelihood of recovery, and It will be necessary to post.
The amount of the reduction as an Impairment loss. This
may impact on the Group's financlal condition and business
performance.

(14) Risk relating to Establishment of an Intsmal Control System

The Group Is making every effort to strengthen and upgrade
Internal control systems, by stepping up compliance and risk
management measures and setting up Internal financial
reporting frameworks including establishment of an Internal
control promotlon office.



In cases where the Group's internal control system cannot
function efficiently, or situations arise in which reliable disclo-
sure cannot be guaranteed, there is a risk of collapse of con-
fidence among our stakeho!ders and this could materially
affect the financial position and business performance of the
Group.

Risk by Segment

In April 2008, the Group merged its three core metal compa-
nies into a new entity, Nippon Mining & Metals. Our report on
risk faced by the metal business group follows the new cor-
porate structure.

Petroleum (Japan Energy Group)

(1) Risk refating to fluctuations in margins in petroleum business

The margins in the Group's petroleum business are deter-
mined by factors beyond the control of the Group, largely by
the relationship between crude oil prices and the prices of
petroleum products. The rangs of the fluctuation has been
considerable, and this trend is expected to continue for the
next several years.

Factors influencing crude oll prices include the exchange
rate of the yen against the U.S. dollar, political situation in oil-
producing regions, production adjustments by OPEC, and
global demand for crude oll. Factors that Influence the prices
of petroleum products include demand for petroleum prod-
ucts, domestic petroleum-refining capacity and capacity uti-
lization ratios, revisions of oil tariffs, the total number of service
stations in Japan, and the number of self service stations.

The Group has decided to peg the prices of petroleum
products to fluctuations in crude oil prices, but price compa-
tition and sluggish demand can make it difficult to raise the
prices of petroleum products quickly. In conseguence, this
hinders the Group’s ability to secure reasonable margins over
the long term, which may have a material impact on the
Group's financial condition and business performance.

In addition, a fall in ¢crude oil prices would lead to a sub-
stantial decline in the market value of inventory assets com-
pared with book value, and this may have a material impact
on the Group's financial condition and business performance.

{2) Risk relating to sources of procurement of crude oll and
petrochernical products

The Group procures all its crude oil from overseas, primarily
in the Middle East. Some petrochemical products are pro-
curad abroad and in Japan. Factors such as changes In the
pelitical situatien in oil-producing countries, or changes in
the supply/demand balance for petrochemical products in
Japan and abroad, could hamper procurement of crude oil

and petrochemical products. Inability to secure an appropri-
ate a'ternative supply may have a material impact on the
Group’s financial condition and business performancs.

In the past, we procured 4.5 million kl of petrochemical
products, approximately 20% of our total needs, from Fuji Oil
Co., Ltd. However since April 2006, the figure has fallen to
one third of its previous lavel. Accordingly we aim to increase
output at Mizushima Oil Refinery (Okayama Prefecture) and
Kashima Oil Refinery (lbaraki Prefecturs), as well as procure
petrochemical products from outslde suppliers.

(3) Risk relating to competition

In the petroleum business, the Group competes with nurner-
ous powerful il companies both domestically and overseas,
including some that have more extensive operations, larger
market shares, and greater funds and resources than the
Group. Competition with these companies is intense, and tha
inability of the Group to conduct operations efficiently in this
competitive environment may have a material Impact on its
financial condition and business performance.

Metals (Nippon Mining & Metals Group)

(1) Risk relating to margins in copper smelting businass

The Group's copper smelting business is that of a custom
smelter that produces and sells refined copper, and the cop-
per concentrate used as its raw material is purchased from
mines overseas. The gross margin mainly comprises smeiting
margin and sales pramium.

Smalting margins are detenmined by negotiations with the
mines that produce copper conhcentrate, but in recent years
there has been a tendency for the supply of copper concen-
trate to the market to be inadequate as a result of factors
such as a gradual decrease in high-quality copper ore, cligop-
olization by mining majors, and strengthened integration of
mining and smelting. These factors are being compounded by
increasing demand from smelters in countries such as China
and India. Although market supply conditions for copper con-
centrate have become less tight at the moment, in the buying
market copper concentrate remains In short supply, placing
downward pressure on smelting margins.

tn addition, the Group’s concentrate-purchasing contracts
have been concluded in L.S. dotlars, and the computation of
smelting margins is required to partially reflect fluctuations in
international prices of copper. Therefore, smelting margins
are affected by fluctuations both in international copper
prices and in the exchangse rate of the yen against the U.S.
dollar, and consequently they dacline when international
copper prices fall and when the yen appreciates in value.

Sales premiums, which are added to intemational prices of
copper, are determined through negotiations with customers
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after taking into conslderation a variety of factors, such as
tariffs on imports of copper, importation costs and product
quality. In the future, interational negotiations at the World
Trade Qrganization (WTO} and in other forums may lead to
Japan's import taritfs on copper being lowared or removed,
which may have the effect of reducing sales premiums.

Reductions in margins of this kind may have a material
impact on the Group's financial condition and business
performance.

{2) Risk relating to the stable procurement of copper concentrate

The supply of copper concentrate to the market is becoming
increasingly inadequate as a result of factors such as the grad-
ual global decrease in high-quality copper ore, oligopolization
by mining majors, and strengthened integration of mining
and smelting. These factors are being compounded by
ingreasing demand from smelters in countries such as China
and India. Although market supply conditions for copper
concentrate have hecome less tight at the moment, it is pos-
sible that supply-and-demand congditions for copper concen-
trate will grow tighter stilk.

In view of this situation, the Group has been Investing in
and financing overseas copper mines with the objective of
assuring stable supplies of copper concentrate, and is cur-
rently procuring approximately 60% (in terms of copper vol-
ume) of its copper concantrate requiremants for smelting
from these mines.

However, any difficulties arising from the operation of the
aforesaid mines that prevent the Group from procuring the
copper concentrate necessary on the same terms and in the
expected time frame may have a materlal impact on the
Group's financlal condition and business performance.

(3) Risk refating to factors such as demand fluctuations, technical innovation

in the electronic materials and metal manutacturing businesses
Many customers for both the electronic materials business
and metal manufacturing business are in the T and con-
sumer electronics eguipment industrles. In consequence,
factors such as supply-and-demand conditions and price
movements in those industries may have a material impact
on the Nippon Mining Holdings Group's business perfor-
mance. Additionally, if the Group is unable to respond appro-
priately to rapid technical innovation or changes in customer
needs, this may have a material impact on the Group's finan-
cial condition and businass performance.

(4) Risk relating to competition In the electronic matertals business and
metal manufacturing businesses

The electronic materials business and metal manufacturing

businesses both face fierce competition, and some competitors

in this field have powerful corporate strengths in comparison
with those of the Group. In the field of slectro-deposited copper
foil in particular, a global production surplus has rendered the
situation intensely competitive.

This competition may have a materia! impact on the
Group's business performance.

(5) Risk relating to fluctuations In raw material procuremant prices in
the electronic materials and metal manufacturing businessas

The procuramaent prices of the raw materials used in the elec-
tronic materiats and metal manufacturing businesses fluctu-
ate in accordance with fluctuations in the market prices of
metals and other materials. If increases in the procurement
costs of these raw materials cannot be passed on in the form
of higher product selling prices, or there is a decline in the
market value of inventory compared with book value due to
falling markets, there may be a material impact on the
Group's business performance.

(6) Risk relating to environmental issues surrounding Gould Electronics

{formerly our US subsidiary Nlkko Materials USA)

In relation to environmental problems that arose in the past in
its business activities, our subsidiary Gould Electronics, Inc.
{formerly our US subsidiary Nikko Materials USA, Inc.;
renamed February 2006}, is a potential responsible party with
regard to specific designated areas within the U.8. under
U.S. envirenmental laws such as the Superfund Act. The ulti-
mate financia! burden the subsidiary will bear may depend on
a numerous factors, including the quantity of the substance
and its toxicity for which the areas were designated, the total
number of other potential responsible parties and their finan-
cial condition, and remedial methods and technologies.

In relation to this matter, Gould Electronics is providing
reserves that it considers appropriate, but as a result of the
factors referred to above, the actual amount of the burden
may exceed these reserves, in which case the Group's busi-
ness performance may ba affected.
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Major Consolidated Management Indicators
Nippon Mining Holdings, inc. and its consoiidated subxsidiarles Millions of yen
(exxept pex share data)
\arstendsd]Marchla ] f2002] 2003 [2002) 2005] cocJl|
For fiscal years:
Net sales ¥2,083,352 ¥2,163,088 ¥2,214,589 ¥2,502,538 ¥3,026,262
Opoerating income 27,748 40,256 50,397 125,608 144,448
Income before special items 25,405 36,968 53,737 148,055 188,722
Net income 306 3,652 14,854 50,577 96,8905
Net income per share® [yen] 0.27 5.89 21.M1 63.84 113.87
Diluted net Income per share [yen) - — _ - 113.84
As of:
Total assets ¥1,695,883 ¥1,628,723 ¥1,572,529 ¥1,580,144 ¥1,859,583
Shareholders’ equity 181,453 204,946 233,742 353,437 467,479
Interest-bearing liabilities 892,846 876,383 754,027 643,790 684,736
Equity ratio [%4] 10.7 12.6 14.9 224 25.1
DV/E ratio [times] 4,92 4.28 323 1.82 1.48
Sharsholders’ equity per share* {yen] 162.61 301.78 344.01 416.98 551.36
For fiscal years:
Cash flows from operating activities ¥ 120,894 ¥ 14344 ¥ 106,182 ¥ 45360 ¥ 24,258
Cash flows from investing activities (29,729 (15,698) 4,530 {15,170) (37.594)
Cash flows from financing activities (159,346) (17,568) {115,794) (38,734) 11,962

*Mote: Eamnings per share was calculated on the basis of the average number of shares outstanding during the term. That number is 788,164,988 for the term
snded March 2005 and 847,046,824 for the term ended March 2006,
Shareholders' squity par share was calculated on the basis of the number of shares outstanding at term-and. That number was 847,132,246 as of March

31, 2005, and 847,047,065 as of March 31, 2006.
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Managements’ Discussion & Analysis

Net sales, income before special items, and net income

For the fiscal year ended March 31, 2006, Japan's ecenomy remained
on a steady recovery path on the back of an improvement in corpo-
rate eamings supported by increasing capital expenditures, favorable
export growth and recovery in production.

. Given the favorable business environment, the Group worked to
further improve the Company and the Group’s businesses, while at the
same time moving to solve issues that needed to be addressed, such
as the withdrawal from the zinc business, including the closure of the
Toyeha Mine and of a U.S. electro-deposited copper foil tactory.

In tarms of business performance for the period under review,
consolidated net sales increased 20.9% to ¥3,026.3 billion (US$25,762
million), and income before special items increased 27.5% to ¥188.7

& billion (US$1,607 million). Moreover, excluding the impact on increase
of profit in from inventory valuations due to higher crude oil and metals

prices, income before special items for the period was ¥130.8 blllion
(US$1,113 million}. Net income for the period increased 81.6% to

(Bllkons of yer} ¥96.9 hillion (US$825 million} in spite of losses associated with the clo-
4,000 sure of the U.S. slectro-deposited copper foll factory and impairment
losses recorded for fixed assets,
30263
® 3000 2525 Petroleum (Japan Energy Group)
20834 | 21831 22148 | Sales volumes of gasoline, naphtha, kerosene, light oil, heavy oil and
2,000 other fuel oils were essentialty flat from the previous fiscal year at

29.91 million kilgliters, while selling prices rose reflecting the persis-
tently high lave! of crude oil prices. Although sales volumes of petro-

1000 chemical products including aroma products (aromatic type) such as

benzene and paraxylene declined, selling prices rose. Sales volumes

[ of LPG also declined, while prices rose. On the other hand, lubricat-

. 2002 2003 2004 205 2008 ing oll recorded increases in both sales volumes and prices. Given
Yoars encied itarch 31 the above, consclidated sales for the petroleum business as a whole

rese 21.4% to ¥2,412.1 billion, while income before special items
Increased 12.8% year-on-year to ¥99.0 billion reflecting the positive
impact of inventory valuations caused by the rise in crude oil prices.

Resources and Non-Ferrous Metals
® (opon Winin & Motals Grou)
While refined copper demand remained firm as a whole, production
@illons of yer) at the Saganoseki Smelter and Refinery was lower because of con-
L struction to upgrade refining processes, and sales volumes were
slightly lower than the previous fiscal year. On the other hand, selling
150 144.4 prices were significantly higher reflecting sharp gains in international
125.6 markst prices. Ore purchasing conditions improved reflecting weaker
demand in the first half of the fiscal year. Gold sales volumes were
] 10 flat with the previous fiscal year, while silver sales volumes increassd
slightly over the previous fiscal year. Given the above, net sales for
504 the resources and non-ferrous metals business grew 27.8% to
¥4584.2 billlon, while income before special items surged 51.4% to
¥70.3 billion reflecting rising matals prices with strong demand, an
improvement in both sales conditions and ore purchasing conditions,
and a significantly higher contribution from the aquity in the invest-
ment in the Chile copper mining companies and the copper smaelting
® company in South Korea.
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Electronic Materials (Nikko Materials Group)
Treated rolled copper foil and thin film materials {target materials for
semiconductors and flat panel displays) saw increased sales volumes
on progress in inventory reductions for major demand segments and
a recovery in demand for final products such as flat pane! Tvs, moblle
. phones and PCs, while product prices largely trended flat compared
to the previous fiscal year. On the other hand, electro-deposited cop-
per foil sales volumes declined, due to weak demand in the European
and U.8. markets and intansified price competition in Southeast Asian
low-end markets, while average product prices rose.

As a result of these trends, net sales for the electronic materials
business rose 19.5% to ¥106.3 billion, while income before special
itams increased 25% year-on-year to ¥9.6 billion, mainly on improved

) pricing for electro-deposited copper foil, sales volume Increases for
products such as treated rolled copper foil and thin film materials, and
increase of profit in inventory valuation.

income befare;special items

Metal Fabrication (Nikko Metal Manufacturing Group)

200 1887 The precision rolling business, consisting of rolled copper and special

steel products, saw continued production adjustments due to excess

1491 inventories of {T-related products in the first half of the fiscal year. In

j . 150 the second half, increasing demand — mainly for mobile phones and
PCs — supported sales volume growth of high value-added products

100 such as rolled copper foils and special copper alloys, while speclal

steel products such as materials for CRT related components of TV
and monitors for PCs remained weak throughout the year dus to the

% 254 rising markst share of LCDs. The precision processing business saw
_ﬂ sales volume growth in the surface treatment business such as gold
. 0 plating used in connectors and automobile components, while sales
[ 2002 2003 2004 2005 2006 volumes in the precision pressed fabrication business were lower for
Yaara snced March 31 CRT components.

As a result, consolidated net sales for the metal fabrication busi-
ness increased by 2.2% to ¥55.5 billion, while income before special
items declined 25.6% to ¥8.4 billlon, mainly owing to weak sales of
CRT related products.

Other Operations

{Independent Operating Companies and Functional Support Companies)
Central Computer Services Co., Ltd. (information services business}
and other independent operating companies are working to expand
their base of oparations and improve profitability.

For fund procurement, administrative services, environmental
management, research, consulting, materials procurement and other
functions shared within the Group, functional support is provided by
such companies as Nippon Mining Finance Co., Ltd., and these com-
panies are working to make operations more efficient.

Revenues from Other Operations declined by 36.6% from the
previous year, to ¥25.8 billion. Income befora special items was
posted in the amount of ¥2.8 billion, compared with a loss before
special items of ¥2.0 billion for the fiscal year ended March 31, 2005.

{Blinons of yen)
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Balance Sheet

Total assets rose by ¥279.4 billion during the reporting period, to
stand at ¥1,859.6 billion {US$15,830 millicn) at term-end. This growth
is aftributable to a year-on-year rise in current assets of ¥229.3 biliion
owing mainly to an Increase of ¥156.4 billlon in inventories as a result
of higher markst prices for oll and non-ferrous metals, as well as an
increase of ¥65.4 billion in trade receivables. The value of non-current
assets was up by ¥50.1 billion over the previous term-end, as a result
of a ¥55.8 billion increase in investments in securities which resulted
from unrealized gain on marketable securities, as well as equity in
incoma of affiliates, principally in copper mining companies.

Total liabilities were also up year-on-year, by ¥157.3 billion, at
¥1,346.1 billion (US$11,459 million), mainly as a result of an increase
of ¥65.0 billion in trade payables due tc the price rise in il and non-
ferrous metals, and year-on-year rises in interest-bearing liabilities of
¥40.9 billion, in deferred tax liabilities (ong-term liabilities) of ¥18.4
billion, and in other accounts payable of ¥14.7 billion. Minority inter-
ests in consolidated subsidiaries increased by ¥8.1 billlen over the
previous term-end, to ¥46.0 billion (US$392 million).

Shareholders’ equity rose ¥114.0 billion compared with the pre-
vious term-end, to ¥467.5 billion (US$3,980 million), principally as a
resutt of the registration of net income in the amount of ¥96.9 billion.

As a resutt of the foregoing factars, the equity ratio (shareholders’
equity as a percentage of total assets) improved by 2.7 points over
the previous term-end, to 25.1%. The debt/equity ratio improved by
0.36 from the previous term-end, to 1.46.

Cash Rows

Net cash provided by operating activities came to ¥24.3 billion (US$
207 million}, as positive factors including the posting of income
before special items in the amount of ¥188.7 billion, ¥44.9 billien in
depreciation and amortization, a year-on-year increase of ¥65.0 bil-
lion in trade payables, and ¥34.6 billion in interest and dividends
received more than offset negative factors, including increases in
inventories of ¥153.0 billion, and an Increase of ¥60.2 billion in trade
raceivables, an outlay of ¥57.8 billion on income tax payment, and
equity in income of affiliates of ¥51.0 billion.

Net cash used in investing activities amounted to ¥37.8 billion
(US$320 million), as positive factors consisting of ¥11.3 billion in pro-
cesds from sales or maturities of investments in securities, and pro-
ceeds from the sale of property, plant and equipment in the amount
of ¥2.2 billion, were more than offset by payments of ¥57.9 billion for
the acquisition of property, plant and equipment and intangible
assets.

Net cash provided by financing activities amounted to ¥12.0 bil-
lion (US$102 million), as the negative factors of ¥8.5 billion in divi-
dend payments to ordinary shareholders and ¥10.9 billion in dividend
payments to minority shareholders were more than offsst by the pos-
itive factor of ¥31.6 billion In cash inflow from loans received.

As a result, cash and cash equivalents at term-end increased by
¥1.4 billion over the start of the reporting term, to ¥63.9 billion (US$
544 million} at term-and.
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CONSOLIDATED BALANCE SHEETS
Nippon Mining Heldings, Inc, and its consolidated subsidlaries
As of March 31, 2005 and 2006
@
Thousands of
Millions of Yan U.S.Dollars (Note1-A)
ASSETS 2005 2006 2006
Current Assets:
Cash and cash equivalents ¥ 62473 ¥ 83,857 $ 543603
Sacurities (Nota 3) 9 1 9
) Trade rocelvables:
Notes and accounts, less allowance for doubtfd accounts of
900 milllon yen in 2005 and 873 milion yan in 2006 268,286 333,71 2,840,989
Inventories 283,984 440,410 3,749,127
Other current assats 62,310 68,381 582,114
Total current assets 677,062 908,380 7,715,842
Investments and Long-term Loans:
Investments in securities (Notes 3 and 6) 72,958 98,837 841,381
Investments in non-consciidated subsidiaries and affilates (Note 4) 111,458 140,518 1,196,203
. Long-term loans 18,785 14,954 127 201
Cther investmeants 32,333 30,443 259,155
Total Invesiments and long-term loans 235,534 284,752 2,424,040
Proparty, Plant and Equipment {Note &)
Land (Nota §) 287,882 283,930 2,417,043
Bulldings and structures 400,854 404,274 3,441,508
Machinery and equipment 678,253 885,797 5,838,061
Construction in progress 5,799 16,6856 141,789
9 1372788 1,390,657 11,838,401
Less: Accumulated depreclation (782,951) (800,618} {6.815,510)
Net property, plant and equipment 589,837 590,039 5,022,601
Intangible Asseta and Deferred Charges 66,854 67,268 572,840
Defarrad Tax Asasets (Note 9) 10,857 11,144 94,867
Total Assets ¥1,580,144 ¥1,858,583 $15,830,280
LIABILITIES, MINORITY INTEREST IN CONSOLIDATED SUBSIDIARIES AND
SHAREHOLDERS' EQUITY
@ Current Liabllities:
Short-term bormowing (Nota 7) ¥ 262,345 ¥ 330,983 $ 2,617,596
Current portlon of Yong-term debt Nota 7) 86,941 78,329 868,800
Trade payables:
Notes and accounts 229,411 294,424 2,508,378
Excise tax 52,953 59,189 503,885
Accrued income taxes 37,378 35,958 306,104
Allowancae for employae bonusas 7,661 8,548 712,768
. Other current llabilties 80,159 113,588 006,952
Total current liabiities 756,849 821,018 7,840,461
Long-term Llabilities:
Lorg-term debt (Note 7) 294,504 275,424 2,244,633
Allowance for retirement benefits (Note 8) 62,461 59,590 507,278
Accrued retirement benefits for corporate diractors and auditors 1,610 1,495 12,727
Allowancs for perlodic repair works 15,891 15,728 133,872
Consolidation adjustmant account 6,504 4,590 39,074
Other long-term liabiiities 50,943 68,233 580,855
. Total long-term fabilitles 431,913 425,058 3,618,439
Minorlty Interest In Consolldated Subsldlaries 37,945 48,027 391,819
Commitments end Contingent Uabilites (Note 10)
Shareholders’ Equity:
Common stock:
Authcrized - 3,000,000 thousand shares
Issued - 848,462 thousand sharas In 2005 and 2006 40,000 40,000 340,512
Capital surplus 201,382 192,948 1,642,530
Retalned eamnings 95,537 192,148 1,635,720
. Surplus from land revaluaton {Note §) (2,994) {3,340) (28,423
Unreallzed gain on markatable securities 23,022 39,47 338,010
Accumnuated translation adjustmant 3,175 8,682 56,883
Legs:Treasury stock, at cost (335) (430) (3.661)
Total shareholders’ aquity 353,437 487,479 3,979,561
Total Liabilities, Minority Interest in Consolidated Subsidiaries
and Shareholders’ Equity ¥1,580,144  ¥1,859,583 £15,830,280
O The accompanying notes are an integral part of these financlal statements.
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CONSOLIDATED STATEMENTS OF INCOME

Nippon Mining Holdings, Inc. and Its consolidated subsidiaries
Figcal years ended March 31, 2004, 2005 and 2006

Thousands of
Millions of Yen U.S.Dollars (Note1-A)
2004 2005 2006 2006
Net Sales ¥2,214,589 ¥2,502,538 ¥3,026,262 $25,761,999
Cost of Sales 1,974,059 2,202,409 2,712,989 23,095,165
Gross profit 240,530 300,129 313,273 2,666,834
Selling, General and Administrative Expenses 190,133 174,521 168,825 1,437,175
Operating income 50,397 125,608 144,448 1,229,659
Other Income (Expenses):
Interest and dividend income 3,180 2,549 3,848 32,757
Interest expenses (14,643) (12,581} (10,938) (93,113)
Exchange gain (loss) 878 (509) {25) {213)
Equity in income of non-consclidated subsidiaries and affiliates 10,976 31,278 50,983 434,009
Amortization of consolidation adjustment account 4,623 5,178 2,119 18,039
Cther, net (1,674) (3,468) (1,713 {14,583)
Income before special items 53,737 148,055 188,722 1,606,555
Speclal Profit {Loss):
Gain on sales of investments in securities, nst 2,431 17,606 7,156 60,918
Gain on maturities of investments in securities 8,454 - — —
Gain on proceeds from casualty insurance —_ — 2,706 23,036
Bad debt recovery — — 2,313 19,690
Gain on change in equity of consolidated subsidiary — 7,000 — -
Amortization of prior service cost _ 5,561 —_ -_
Loss on sales and disposal of property, plant and equipment, net 8.212) (9,082) (1,222) (10,403)
Impairment icsses (Note 13) — (25,232) {5,563) (47,357)
Loss on write-down of investments in secunties (1,090) (789) (614) (5,227)
Rearganization and restructuring costs (Note 14) (28,030) {20,726) (13,586) (115,655)
Provision for envirgnmental remediation allowance - {(3,408) (4,269) (36,341)
Provision for allowance for cost of disposal of unutilized property,
ptant and equipment — {2,489) (1,002) (8,530)
Provision for allowance for pariodic repair works - — (551) (4,691)
Loss on lump-sum recognition of the previous years’
unrecognized net actuarial losses _ (8,900} —_ —_
Loss on redemption of bonds — {1,695) — -
Provision for allowance for doubtful accounts (1,122) (419) - —
Loss on write-down of goodwill (3,182) - —_ _
Other, net (1,381) (805} (1,446} {12,300)
Income before income taxes 21,605 106,677 172,644 1,469,686
Income Taxes:
Current 15,800 42,331 59,189 503,865
Deferred (12,938} 5,645 1,694 14,421
2,862 47,976 60,883 518,286
Ingome before minority interest 18,743 58,701 111,761 951,400
Minority Intarest in Earnings of
Consolidated Subsidiaries (3,889) {8.124) {14,856) {126.,466)
Net Incame ¥ 14854 ¥ 50577 ¥ 96,905 $ 824,934
Yen U.S.Dollars {Note1-A)
2004 2005 2006 2006
Net Income per Share:
Basic ¥ 2171 ¥ 6384 ¥ 11387 $ 0.97
Diluted — — 113.84 0.97
Cash Dividends per Share: ¥ 600 ¥ 1000 ¥ 1500 $ 0.13

The accompanying notes are an integrel part of these financial statsments.




CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY

Nippon Mining Holdings, Inc. and its consolidated subsidiaries
Figcal years anded March 31, 2004, 2005 and 2006

Thousands of
Millions of Yen U.S.Dollars (Note1-A)
2004 2005 2006 2006
Common Stock:
Balance at beginring of yoar
(2004, 2005 and 2006 - 848,462 thousand shares) V 40,000 ¥ 40,000 ¥ 40,000 $ 340,512
Balance at end of year
{2004, 2005 and 2006 - 848,462 thousand shares) ¥ 40,000 ¥ 40,000 ¥ 40,000 $ 340,512
Capltal Surplus:
Balance at beginning of year ¥149,307 ¥149,320 ¥201,382 $1,714,327
Galn on disposition of treasury stock 13 56,185 88 749
Cash dividends paid — (4,079) {8,479) (72,180)
Bonusas to directors _— (24} 43) (386}
Balance at end of year V149,320 ¥201,382 ¥192,948 $1,642,530
Retainad Eamings:
Balance at beginning of year ¥ (21,406) ¥ 43,687 ¥ 95,537 $ 813,288
Net Income 14,854 50,577 96,905 824,934
Cash dvidends paid (2,720) —_ —_ -
Bonuses to directors (54) @n {169) {1.,439)
Increase arising from change of consalidated subsidiares 35 990 —_ -
Increage arising from change of affilates accounted for by equlty method 1,440 _ —_ —
Increase arlsing from merger of consolidated subsidiarles 156 —_ 4 34
Dacraase arising from change of consofidated subsidiares B79 {187 (134} (1,140)
Reclassification with surplus from land revaluation, net 52,061 577 5 43
Balance at end of year ¥ 43,687 ¥ 85,537 ¥192,148 $1,635,720
Surplus from Land Revatuation:
Balance at beginning of year ¥ 51,413 ¥ (23500 ¥ (2994) $ (25.487)
Reclassification with mtained eamings resutting from sales of land [ 2n 17 145
Reclassification with retained eamings resutting from impalment losses —_ (550) {22) 187
Reclassification with retained eamings resutting from split-off of
patroleun business from the former Japan Energy Comp. (49.719) —_ —_ _
Reaclassification with retained eamings resulting from spét-off of
glactronic materials business from the former Japan Energy Com. (2,336) —_ -_ —
Changes In related tax effects and surplus of affilates (1,702 87) {341) {2,904)
Balance at end of year ¥ (2,350 ¥ {2,994) ¥ (3,340) $ (28,433
Unrealized Gain on Marketable Securitles:
Balance at beginning of year ¥ 3467 ¥ 26,148 ¥ 23,022 $ 195,982
Unraalized gain (loss) on marketable securtties arising during pariod 22,681 (3,126) 16,449 140,028
Balance at end of year ¥ 26,148 ¥ 23,022 ¥ 394N $ 336,010
Accumulated Translation Adjustment:
Balance at beginning of year v 1,131 ¥ (4.141) ¥ (3179 $ (27.028)
Translation adjustrment {5.272) 966 9,857 83,911
Batance at end of year ¥ (4.141) ¥ (3,375) ¥ 6,882 $ 56,883
Treasury Stock, at Cost:
Balance at beginning of year ¥ (18,966} ¥(18,922) ¥ (335 $ {2,852
Increasa arising from purchases from sharaholders or salas to markat, net 44 18,587 (95) (809)
Balance at end of year ¥ (18,922) ¥ {335 ¥ {430) $ (3,681)
Total Shareholders’ Equity at End of Year 233,742 ¥353,437 ¥467,479 $3,979,561

The eccompanying notes are an integral part of thesse financial staternents,




CONSOLIDATED STATEMENTS OF CASH FLOWS

Nippon Mining Holdings, Inc. and its consolidated subsidiaries
Fiscal years ended March 31, 2004, 2005 and 2006

L
Thousands of
Millions of Yen U.S.Dollars {Note1-A)
2004 2005 2006 2008
Cash Flows from Operating Activitles:
Income before income taxes ¥ 21,605 ¥ 108,677 ¥172,8644 $1,469,886
. Adjustments to reconcile incoma befora income taxes to net cash
provided by operating activities:
Dapraciation and amortization 45,862 47,726 44,871 381,978
Impairment losses - 25,232 5,563 47,357
Equity in income of non-consolidated subsidiarias and affifates {10,976 {31,278) {50,883) {434,009}
(Gain on salas of investments In securities (2,431) {17.,606) (7.156) (60,918}
Gain on maturities of Investments in securities {&,454) — _ -_—
Loss on write-down of Investments In securities 1,080 789 B14 5,227
Loss on sales and disposal of property, plant and equipment, net 8,212 9,082 1,222 10,403
Gain on changa in equlty of consolidated subsidlary — (7,000} - —_
. Reorganization and restructuring cosis 28,030 20,726 13,588 115,655
Other, net 1,809 12,140 23,919 203,618
Changes in operating assets and llabilties:
Trade receivables {10,952) (28,378) (60,154) (512,080)
Inventorlas (3.320) (62,859) {153,097) {1,302,775)
Trade payables 47,129 (9,211) 65,008 553,375
Accrued consumption tax 11,842 (7.200) 5,259 44 769
Other, net {11,060 10,102 21,124 179,826
Paymant for income taxes {9.579 (22,649) (57,775) (491,828)
@ Payment for special retirement benefit 2,631} (833) (444) (3,780)
Nat cash provided by cperating acthvities 106,182 45,360 24,258 206,504
Cash Flows from investing Activitles:
Decreasa (Incraasa) in time deposits, net 88 382 (1,186) (10,096)
Payments for acqulsition of securities (20) — _ —
Proceads from sales or matudties of securities 1,242 418 9 w
Paymants for acquisidon of investments in securites {1172 (15,857) {6,129) (52,175)
Proceeds from sales or maturtles of investments In securities 21,461 29,135 11,270 95,839
Net proceeds from acquisition of investmeants in
o newty consolidated subsickaries - 1,905 1,882 14,319
Payments for long-term prepald expenses (1.403) (648) (1,878) (14,293)
Proceeds from sales of investment in consolicated subsiciaries 612 — —_ -
Payments for acquisition of proparty, plant and squipment (28,008} (44,751) (53,231) 453,145)
Pracesds from sales of property, plant and equlpment 10,576 13,548 8,182 77,994
Payments for acquisition of intanglbte assets 4.017) {3,120) {4,628) (39,397)
Decrease (ncrease} in short-term loans, net 2,638 (508) 2,558 21,778
Payments for landing of long-term loans (3,803 (2,869) (858) (5,601)
Collection of long-term loans 7.602 10,135 5,194 44,18
. Other, net (940) {2.840) 42 355
Net cash provided by (used In) investing actMties 4,530 (15,170) {37,594) (320,031}
Cash Flows from Financing Actlvities:
Increase (Decreasa) In short-term borowing, net (8,084) 22,682 48,353 411,620
Increass in commerclal paper, net - 27,000 14,000 118,179
Proceads from borrowing of long-term bank loans and other 101,067 10.271 66,838 568,982
Repayments of long-term bank loans and other (206,019) {125,770) (97,838) (831,174)
Payments for redemption of bonds _ (57,400) _ —
Proceeds from third-party share allotment of consolidated subsidiary — 17,100 - —_
. Proceeds from offering of traasury stock —_ 74,840 —_ —
Cash dividends paid (2.720) (4,079) 8,479) {72,180}
Cash dividends pald to minority interest (1,027) (3,011} (10,876} (92,585)
Cther, net o8g (367 (234) {1,992)
Net cash provided by (use In) finanding actvities 115,794) (38,734 11,062 101,820
Effact of exchange rate changes on cash and cash squivalents (1.042) 101 1,623 13,847
Net Increasse (Decrease) In Cash and Cash Equivalents 6.124) {8,443) 249 2,120
Cash and Gash Equivalents at Beginning of Year 76,294 71,347 82,473 531,821
Increase in cash and cash aquivalents related to subsldiardes
newly includad in consolidation 1,082 9838 1,129 8,611
. Incraase in cash and cash equivalents related 1o marger of
consolidated subsidiaries M — 6 51
Decrease in cash and cash equivalents related to subsidiary
excluded trom consolidation — (1,419) - -
Cash and Cash Equivalents at End of Year ¥ 71,347 ¥ 62,473 ¥ 63,857 $ 543,803
The accompanying notas are an integral part of these financial statements.




NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

Nippon Mining Holdings, Inc. and its consolidated subsidlaries

Note1-SIGNIFICANT ACCOUNTING POLICIES
A) Basis of Presenting Consolidated Financial Statements

The accompanying consolidated financial statements
of NIPPON MINING HOLDINGS, INC. {the "Company”)
and its subsidiaries are prepared on the basis of gener-
ally accepted accounting principles in Japan, which are
different in certain respects as to application and disclo-
sure requirements of International Financial Reporting
Standards.

Certain accounts and items reported in the consoli-
dated financial statements that have been filed with the
Financial Services Agency in Japan have been reclassi-
fied for the convenience of readers outside Japan.

The U.S. dollar amounts included in the consoclidated
financial statements are provided solely for the conve-
nience of readers outside Japan, and are the arithmetical
result of translating Japanese Yen to U.S. dollars at the
rate of 117.47 Yen to 1 U.S. dallar, the rate prevailing as
at March 31, 2008. The inclusion of such U.S. dollar
amounts is solely for the convenience of the reader and
is not intended to imply that Japanese Yen amounts
have been or could have been converted, realized or
settled in dollars at this rate or any other rate.

B) Principles of Consoclidation

The accompanying consolidated financial statements
include the accounts of the Company and its subsidiaries
that are controlled by the Company (hereinafter referred
to as the “Company Group”). As of March 31, 2008, the
Company had 112 consolidated subsidiaries. The con-
solidated financial staternents for the fiscal year ended
March 31, 2006 do not include the accounts of Japan
Energy Analytical Research Center Co., Ltd. and certain
other subsidiaries as they were considered immatertal.

The investments in Japan Energy Analytical Research
Center Co., Ltd. and certain other subsidiaries are car-
ried at cost, less any write-down deemed necessary, as
they are considered immaterial in terms cf the Company
Group's total asssts, net sales, net income and retained
eamings.

All material inter-company transactions and accounts
and unrealized inter-company profits are eliminated in
the consolidated financial statements, and the portion
thereof attributable to minority shareholders is credited
to them.

The conselidation adjustment account, which repre-
sents the difference between the carrying amount of an
investment in a subsidiary and underlying equity, is
amortized over 5 years.

Investments in affiliates over which the Company and
its consolidated subsidiaries have significant influsnce
are accounted for under the aquity method. The
Company Group's consolidated incorne includss equity
in the net income of those affiiates, after elimination of
unrealized inter-company profits. As of March 31, 2008,
the Company had 15 affiliates that are accounted for
under the equity method. For the fiscal year ended
March 31, 2006, the Company did not apply the equity
method to its investments in certain affiliates as they
were considered immaterial. The investments in these
affiliates are carried at cost, less any write-down
deemed necessary.

The accompanying consolidated financial statements
include the accounts of consolidated subsidiaries that
have fiscal year ends other than March 31. The fiscal
year ends of such subsidiaries are principally December
31, and the accounts of these subsidiaries have been
used for consolidation purposes, with adjustments being
made for significant transactions taking place in the
intarvening periad.

C) Translations of Foreign Currency Transactions and

Accounts

Foreign currency transactions are generally translated
using the foreign exchange rates prevailing at the
respactive transaction dates. All assets and liabilities
denominated in foreign currencies are translated at the
foreign exchange rates prevailing at the respective bal-
ance sheet dates. Foreign exchange gains and losses
are included currently in income.
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Revenues and expenses of foreign consolidated sub-
sidiaries are translated into Japaness Yen using the
average exchange rates for the period. Assets and liabili-
ties are translated into Japanese Yen using the foreign
exchange rates prevailing at the balance shest dates,
and equity accounts are translated using historical rates.
The resultant difference is presented as accurmulated
translation adjustment in a separate component of
shareholders’ equity.

D) Cash and Cash Equivalents

Cash and cash equivalents are comprised of cash on
hand, demand deposits in banks and investrments with
original maturitiss of three months or less.

E) Investment Securities

The Company Group does not classify any of its
investment securities as trading or held-to-maturity.
Consequentially, the Company Group classifies all of
investment securities as other securities, Other securities
with readily determinable market values are carried at
market value as of each respective balance sheet date,
and associated unrealized gains and losses, net of
taxes, are reported as a separate component of share-
holders’ equity. The Company Group determines the
cost basis of these securities based on moving average.
Other securities that do not have readily determinable
market values are stated at cost.

Significant declines in the value of other securities that
are deemed unrecoverable are reflected currently in
income,

F) Inventories
With respect to domestic consolidated subsidiaries:
- Patroleum inventories are stated at cost based on
average method.
- Non-ferrous metals, electronic materials and metal
fabrication inventories are stated at cost based on
the first-in, first-out method.

Inventories held by the Company's foreign consoli-
dated subsidiaries are primarily stated at the lower of
cost or market using the first-in, first-out method.

G) Property, Plant and Equipment

Property, plant and equipment, including significant
renewals and additions, are camried at cost less accumu-
lated depreciation. Maintenance and repairs, including
minor renewals and improvements, and small purchases
of equipment are expensed as incurred.

Depreciation of property, plant and equipment is pri-
marily calculated based on the straight-line method, and
is provided over the estimated useful lives as summa-
rized below:

Buildings and structures 7-60 years
Machinery and equipment 3-15 years
H) Intangible Assets

Amortization of intangible assets, including software
for intemal use, is primarily computed using the straight-
line method over their estimated useful lives.

I) Aliowancs for Periodic Repair Works

The Company Group has an allowance for periodic
repair works in an amount squal to the estimated cost of
periodically required repairs for oil tanks and machinery
and equipment of oil refineries, which is accrued evenly
over a period to the next scheduled repairs.

J) Allowance for Doubtful Accounts

The allowance for doubtful accounts is calculated
based on the aggregate amount of estimated credit
losses for doubtful receivables plus an amount for
receivables other than doubtful receivables calculated
using historical write-off experience aver a certain
pericd,

K) Allowance for Employes Bonuses

The allowance for employee bonuses is calculated
and provided for based on estimated amounts of future
payment attributable to the employee services that have
been rendered to the date of the balance sheet.




L) Allowance for Retirernent Benefits

The reserve for employee retirement benefits, which is
provided for future pension and severance paid at retire-
ment, Is recorded as the amount that has accrued at the
ond of the fiscal year, which is computed based on the
projected benefit obligation and the estimated pension
plan assets at the end of the fiscal year.

Unrecognized nst obligation at the date of initial appli-
cation of the accounting standard for retirement benefits
has been amortized on a straight-line basis over a period
of ten years.

Unrecognized actuarial gains or losses and unrecog-
nized prior service cost are recognized as income or
expenses for the fiscal year of occurrence, except for
certain consolidated subsidiaries which have elected to
amortize them over the average remaining service period
of participating employees.

M) Accruad Retirement Benefits for Corporate
Directors and Auditors
Accrued retirement benefits for corporate directors
and auditors are provided for based on the amounts that
have accrued as at the balance sheet date, which are
computed based on the Company's internal policy.

In 2005, the Company abolished its retirement benefit
program for the directors and officers of the Company
and its core subsidiaries of the Company Group, and
replaced it with a stock option program. Accordingly, no
provision is made for the related retirement allowance
account thereafter,

N) Leases

Finance leasas, other than those under which ownership
of the leased assets is transferred to the lesses or those
contracts that have bargain purchase provisions, are
accounted for in the same manner as operating leases.

O) Derivative Financial Instruments and Hedge Accounting

The Company Group utiizes various derivative financial
instruments to manage its exposure to fluctuating com-
modity prices, varability in foreign curency exchangs rates
and changes in interest rates. The Company’s purchases
of these hedging instruments are limited to, at maximum,
the value or units of the items that are being hedged.

With respect to forward currency exchange contracts,
currency options, currency swaps, interest rate swaps,
interest rate caps, commaodity forwards and comrnodity
swaps, the Company does not perform hedge effective-
ness assessment becausa the critical terms of the hedg-
ing instruments and those of the hedged items are the
same and, as such, these instrurnents are expected to
be highly effective.

In addition, when interest rate swaps that meet certain
required conditions have critical terms matching exactly
with those of financial assets or liabilities that are being
hedged, such interest rate swaps are not recognized in
the balance sheet, and net interest paid or received on
the swaps is recognized as adjustment to the interest
income or expense on the financial assets or liabilities
that are being hedged.

With respect to commodity options and a part of com-
modity swaps, the Company perform hedge effectiveness
assessment by the mathod comparing the fluctuation of
hedging techniques with that of hedged items.

Darivative financial instruments that are not designated
as hedges are camed at market value, with changes in
market value included in income for the pericd in which
thay arise.

P) Income Taxes

Provision for income taxes is computed based on
income before income taxes and minorty interest. The
asset and liability approach is used to recognize deferred
tax assets and liabilities for the expected future tax con-
sequences of temparary differences beatween the carrying
value amounts and the tax bases of assets and liabilities.
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Valuation allowancs is established against deferred tax
assots to the extent that it is likely than not that the
deferred tax assets may not be realized within the fore-
seeable future.

The Company and its certain dormestic wholly-owned
subsidiaries have adopted the consolidated tax system
of Japan since the fiscal year ended March 31, 2005.

Q) Appropriation of Retained Eamings and Capita!
Surplus
Cash dividends and bonuses to directors are recorded
in the fiscal year In which a proposed appropriation is
approved by a general meeting of the sharehclders.
Appropriation of Capital Surplus such as cash dividends
is permitted under the Japanese law.

R) Net Income per Share

Net income per share is based on the weighted aver-
age number of shares of common stock outstanding
during the relevant fiscal year.

Diluted net income per share assumes the dilution that
could occur if stock acquisition rights to issue common
stock were exercised with a stock option program and
resulted in the issuance of common stock.

Note2-ACCOUNTING CHANGES AND ADOPTING
NEW ACCOUNTING STANDARDS

A) For the fiscal year ended March 31, 2004.

None

B} For the fiscal year ended March 31, 2005.

(1) Valuation Method of Non-Ferrous Metals except for
Gold, Silver, Platinum and Palladium, and of
Electronic Materials

During the fiscal year ended March 31, 2005, the

Company changed the accounting palicy for inventory val-

uation of non-ferrous metals except for gold, siver, plat-

inum and palladiurn, and of electronic matenals, recorded
at its domestic consclidated subsidiaries, from the last-in,
first-out method to the first-in, first-out method.

The Company considered it necessary to use the first-
in, first-out method to present a more appropriate finan-
cial position of the Company Group, thereby to reduce
the widening difference between the book value of
inventories and their market prices reflecting the recent
higher volatilities in market prices of non-ferrous metals.
The Company also considered that it would be better to
bring the bock value of inventories closer to their market
value, reflecting the intemational accounting trends.

As a result of this change, inventories as of March 31,
2005, have increased by 7,125 million yen, operating
income has increased by 7,206 million yen and income
before special items and income before income taxes
have increased by 7,125 million ven for the fiscal year
ended March 31, 2005, as compared with the amounts
which would have been reportad if the previous method
had been applied consistently.

{2) Accounting Standard for Impairment of Fixed Assets

On August 9, 2002, the Business Accounting Council
in Japan issusd "Accounting Standarg for Impairment of
Fixed Assets". This standard requires that fixed assets
be reviewed for impairment whenever events or changes
in circumstances indicate that the carrying amount of an
asset may not be recoverable. An impaimrment loss shall
be recognized in the income statement by reducing the
carrying amount of impaired assets or a group of asssts
to the recoverable amount that is measured as the
higher of net selling price or value in use.

During the fiscal year ended March 31, 2005, the
Company and its domestic consoclidated subsidiaries
adopted this standard. This is conformity with the provi-
sions of the Accounting Standard which allow for adop-
tion of the Accounting Standard from the fiscal year
ended March 31, 2004.

As a result of this adoption, income before income
taxes for the fiscal year ended March 31, 2005, decreased
by 16,696 milion yen. In addition, a certain forsign consoli-
dated subsidiary recognized impairment losses of 8,636
millicn yen for the fiscal year ended March 31, 2005, in the
income statements based on the requirements of account-
ing standards applicable to them,




The accumulated impairment loss was deducted from
each asset’s acquisition cost directly.

(3) Aliowance for Retirement Benefits

Until the fiscal year ended March 31, 2004, unrecog-
nized actuarial gains or losses were recognized as
income or expensas based on amortization of straight-
line method over a period (mainly 10 years) not exceed-
ing the average remaining service period of participating
employees present at the time when such gains or
losses occurred. In the fiscal year ended March 31,
2005, the Company's certain major consolidated sub-
sidiaries changed the accounting policy to recognizing
lump-sum actuarial gains or losses in the period of
occurrence. In accordance with this change, thess sub-
sidiaries made lump-sum recognition of the previous
years’ unrecognized net actuarial losses.

In the fiscal year ended March 31, 20056, the
Company's certain major consolidated subsidiaries had
drastically reformed the retirement benefit plans, includ-
ing an introduction of defined contribution plan, concur-
rently with the transfer of substitutional portion of the
govemment welfare pension program to the govemment,

Under those new plans, the actuaral gains or losses in
the future are expected to be extrernely low, which will
be insufficient to offset the previous years' net actuarial
losses. During the fiscal year ended March 31, 2005, in
order to present a more appropriate financial position
under these circumstances, it was inevitable for these
subsidiaries to change the accounting policy for the
recognition of actuarial gains or losses and make lump-
sum recognition of the previous years' unrecognized net
actuarial losses.

As a result of this change, net retirement benefit
expenses have increased by 5,742 million yen, opsrating
income and income before special items have increased
by 1,158 miillion yen and income before income taxes has
decreased by 5,742 million yen for the year ended March
31, 2005, as compared with the amounts which would

have been reported if the previous method had been
applied consistently.

C) For the fiscal year ended March 31, 2006.
None
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Note3-MARKET VALUE OF SECURITIES AND INVESTMENTS IN SECURITIES
Market value of securities and investments in securities as of March 31, 2005 and 2006 wers as follows:
Listed equity securities
Millions of Yen Thousands of U.S. Dollars
. 2005 2006 2006
Acqulisition cost ¥20,203 ¥18,353 $164,748
Market value 57,801 83,996 715,042
Gross unrealized gain ¥37,688 ¥64,643 $550,294
Bonds and other
Millions of Yen Thousands of U.S. Dollars
2005 2006 2006
@ Amortized cost ¥ 9 ¥ 117 $ 995
Market value 9 123 1,047
Gross unrealized gain ¥ ¢] ¥ ;] $ 51
Total
Millions of Yen Thousands of U.S. Dollars
2005 20068 2006
Acquisition cost and amortized cost ¥20,212 ¥19,470 $165,744
. Markst value 57,900 84,119 716,089
Gross unrealized gain ¥37,688 ¥64,649 $550,345
The book values of unlisted investment securities as of March 31, 2005 and 2006 were 15,067 million yen and 14,719
| million yen (125,301 thousand dollars), respectively.
|
Noted4-INVESTMENTS IN NON-CONSOLIDATED SUBSIDIARIES AND AFFILIATES
@ Investments in non-consolidated subsidiaries and affiliates as of March 31, 2005 and 2006 wers as follows:
Millions of Yen Thousands of U.S. Dollars
2005 2006 2006
Listad equity securities ¥ 19,616 ¥ 22,027 $ 187,512
Unlisted equity securities 90,142 117,656 1,001,583
Other 1,700 835 7,108
Total ¥111,458 ¥140,518 51,196,203
o

Note5-LAND REVALUATION

Pursuant to the Law for Land Revaluation, the Company and the several domestic companies of group revalued their
land used for business activities at March 31, 2000. The resultant adjustment was reflected, net of taxes, in “Surplus
from land revaluation” in shareholders' equity of the accompanying balance sheet.

The land value for the revaluation was determined basad on the market prices in the official notice of the
Commissioner of the National Tax Agency in accordance with Article 2, Paragraph 4 of the Enforcement Ordinance
Conceming Land Revaluation, with reasonable adjustments to the market price mads by the Company Group. The reval-
uation is permitted only one time,




Note6-ASSETS PLEDGED AS COLLATERAL

Assets pledged as collateral as of March 31, 2005 and 2006 were as follows:

Millions of Yen

Thousands of U.S. Dollars

2005 2006 2008
Investmants in securities ¥ 27,533 ¥ 18,071 % 153,835
Property, plant and equipment
{at net book value) 388,119 227,679 1,938,188
Cash and cash equivalents (Time deposits) —_ 1,330 11,322
Other — 499 4,248
Total ¥415,652 ¥247,579 $2,107,593

Note7-SHORT-TERM BORROWING AND LONG-TERM DEBT

Short-term borrowing consists principally of bank overdrafts and commercial paper, bearing interest at annual rates

from 0.10% to 7.30% as of March 31, 2006.

Short-term borrowing as of March 31, 2005 and 2006 was as follows:

Millions of Yen

Thousands of U.S. Dollars

2005 2006 2006
Banks, insurance companies and other ¥235,345 ¥289,983 $2,468,571
Commercial paper 27,000 41,000 349,025
Total ¥262,345 ¥330,983 $2,817,596

Long-term debt as of March 31, 2005 and 2006 was as follows:

Millions of Yen

Thousands of U.S. Dollars

2005 2008 2006
Payabla to banks, insurance comparies and other, with
interest rates at 0.18% to 6.30% maturing serially through 2017:

Collateralized ¥126,140 ¥ 96,943 $ 825,258
Unsecured 255,305 256,810 2,186,175
381,445 353,753 3,011,433
Less:Amounts due within one year (86,941) (78,329) (666,800)
¥294,504 ¥275,424 $2,344,633

Annual maturities of long-term debt as of March 31, 2006 are as follows:

Fiscal years ending March 31, Millions of Yen Thousands of U.S, Dollars
2007 ¥ 78,329 $ 666,800
2008 91,548 779,331
2009 48,208 410,386
2010 27,591 234,877
2011 63,009 536,384
2012 and thereafter 45,068 383,655

¥3563,753 $3,011,433
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Note8-RETIREMENT BENEFITS
Tne Company Group has primarily defined benefit retirement plans covering substantially all employees.

A) Allowance for retirement benefits as of March 31, 2005 and 2006 wers as follows:

Millions of Yen Thousands of U.S. Dollars
2005 2006 2006
Projected benefit obligation ¥(105,793) ¥(107,716) $(916,966)
Plan assets at fair valug 37,686 43,798 372,844
Projected benefit obligation, net of plan assets (68,107) (63,918) (544,122)
Unrecognized net transition liability 5,500 4,400 37,457
Unrecognized net actuarial losses 158 106 902
Unrecognized prior service cost 39 7 60
Prepaid pension cost {51) (185) {1,575
Liahility recognized in consolidated balance sheets ¥V (62,461) ¥ {59,580) $(507,278]

B) Net retirement bensfit expenses for the fiscal years ended March 31, 2004, 2005 and 2006 were as follows:

Millions of Yen Thousands of U.S. Dollars
2004 2005 2006 2006
Service cost ¥ 4,358 ¥3,572 ¥3,692 $31,430
Interest cost on projected obligation 3,559 3,142 3,085 26,262
Expected retumn on plan assets {2,294) {1,890) {2,037) (17,340}
Amortization of unrecognized net transition liability 1,100 1,100 1,100 9,364
Amartization of unrecognized net actuarial loss * 4,248 6,758 (taki) (6,104)
Amortization of unrecognized prior service cost ™ 32 (5.529) 32 272
Net retirement benefit expenses =~ ¥11,003 ¥7,153 ¥5,155 $43,884

*  Effect of the change in accounting policy as noted in “Note2-B(3)", lump-sum recognition of unrecognized net actuarial loss, §,800 milion yen, is
included in the fiscal year March 31, 2005.

~ Effact of the reform of the retirement benefit plan, the decrease of 5,561 millien yen in the past banefit obligation, is includad in the fiscal year March 31,
2005.

** |n addition to the above “Net retirement benefit expenses”, payment for special ratirernent benefit is included in the accomparying consolidated state-
ments of Income In the amount of 2,631 milion yen, 833 milion yen and 1,873 milkon ysn (15,944 thousand dollars) for the fiscal years ended March 31,
2004, 2006 and 2006, respectively, and payment for defined contribution pension plan is included in the amount of 415 millien yen {3,533 thousand dol-
iars) in the fiscal year endad March 31, 2006.

C} The assumptions used in the calculation of the above information were as follows:

%
2004 2005 2006
Discount rate for obligations 2.5-6.25(mainly 2.5) 2.5-8.0(mainly2.5) 2.5-11.0 (mainly 2.5)
Expected retum on plan assets 1.0 - 8.0 (mainly 3.0) 1.0 - 9.0 (mainly 3.0) 2.5 - 5.5 {(mainly 3.0)
The amortization period of prior service cost mainly 1 year mainly 1 year mainly 1 year
The amortization pericd of net actuarial loss mainly 10 years mainly 1 year mainly 1 year
The amortization pericd of net transition kability 10 years 10 years 10 years

Transfor of substitutional portion of employee pension plan to the government and reform the retirerment benefit plans
The retirement plan of the Company Group had assumed certain portion of the Japanese government pension plan in addition to the
retirement benefit plan of the Company Group.

One of the Company’s major domestic consolidated subsidiaries applied for exemption for the payment of the benefits related to
future employee services and receivad approval from the Minister of Health, Labor and Welfare on February 25, 2003. Based on the
transitional treatment of “Practical Guideline for Accounting for Retirement Benefits (Interim Report)" (The Japanese Institute of Certified
Public Accountants Accounting Committee Rasearch Report No.13), the subsidiary recognized gain as if the payment of the benefits
related to employee services of substitutional portion were exempted and the government-specified portion of plan assets were trans-
ferred to the government on that day.

The Company’s certain major domestic consolidated subsidiaries also obtained the final approvat for a transfer of their substitutional
plans to the government, which related to past employee services, from the Minister of Health, Labor and Welfare on October 1, 2004,
and consecquently made comprehensive revisions of their retirement benefit plans, including an introduction of defined contribution plan
in the fiscal year March 31, 20085.

The amount of restoration related to past employes services was paid to the government on Novernber 11, 2005.



Nota9-INCOME TAXES

A) The companents of deferred tax assets and liabilities other than deferred tax liability related to land revaluation as of
March 31, 2005 and 2006 were as follows:

As of March 31, 2005 Millions of Yen

Net operating loss camyforward ¥ 28,448
Retirement benefit obligation 22,299
Eliminations of intercormpany fransactions 9,414
Securities 21,684
Impairment of land 6,602
Property, plant and equipment 3.867
Allowance for periodic repair works : 4,464
Other investments 1,737
Accrued bonuses to employess 3,114
Accrued enterprise tax 3,420
Loss on shutdown of operation 4,152
Other 24,466
Subtotal 133,497
Valuation allowance (69,732)
Total deferred tax assets ¥ 63,765
Land ¥ (33,711)
Unrealized gain on marketable securities {14,336)
Difference betwesn market value and cost of assets and

liabifities of consolidated subsidiaries 6.022)
Reserve for losses on overseas investments {1,880}
Undistributed eamings of an affiliate accounted for by equity method {4,380)
Other (2,492)
Total deferred tax liabilities ¥ (62,821)
Net deferred tax assets ¥ 944

As of March 31, 2006 Millions of Yen Thousands of U.S. Dollars

Net operating loss camyforward ¥ 36,726 $ 312,842
Retirement benefit obligation 23,762 202,290
Eliminations of intercompany transactions 9,922 84,464
Securities 22,666 192,851
Land 15,551 132,383
Impairment of land 7,167 61,011
Property, plant and equipment 5,587 47,561
Allowance for periodic repair works 4,196 35,720
Other investments 1,669 14,208
Accrued bonuses to employees 3,478 29,591
Accrued enterprise tax 2,538 21,606
Loss on business withdrawal 6,399 54,473
QOther 29,244 248,948
Subtotal 168,904 1,437,848
Valuation alowance (90,608) (771,329)
Total cleferred tax assets ¥ 78,296 $ 666,519
Land ¥ (46,666} $ (397,259)
Unrealized gain on marketable securities (25,657) (218,413}
Difference between market value and cost of assets

and liabilities of consolidated subsidiaries (6,123) (52,124}
Reserve for losses on overseas investments (1,261) {10,735}
Undistributed eamings of an affiliate accounted for by equity method {6,925) {58,951)
Other {2,918) {24,840)
Total deferred tax liabilities ¥ (89,550) $ (762,322)

Net deferred tax liabifties ¥ (11,2549) $ (95,803)




B) Reconciliation of statutory tax rate and the effsctive income tax rate for the fiscal years ended March 31, 2004, 2005

and 2006 was as follows:

2004 2005 2008
Statutory tax rata 42.0% | Statutory tax rete 40.7% | Statutory tax rate 40.7%
Increase (Decrease) in taxes resutting from: Increase (Decrease) in taxes resutting from: increase (Decrease} in taxes resulting from:
Eliminations of dividend income 217 Bliminations of dividend income 18 Eliminations of dividand income 1.4
Adjtstment of valuation aflowance 8.0 Adjustment of valuation allowance 137 Adjustrnent of valuation allowance KR
Equity tn income of non-consolidated Equity in incoma of non-consolidated Equity in tncoma of non-consolidated
subsidiaries and affiiates {21.4) subsidiaries and affilates 1.9 subsidiarles and affillates (12.0)
Different tax rates applied to Different tax rates applied to Deferred tax liabilities for undistributed eamings
foreign subsidiaries (11.5) foreign subsidiarles (2.4) of an affiliate accoumted for by equity method 4.4
Adfustrnent of unreallzed gain eliminated Amortization of consolldation Other (2.0}
Amartizetion of consolidation Deferred tax liabifities for undistributed earmings
ad|ustment account 7.9 of an atfiliate accounted for by equity method 41
Usa of deferred tax assets provided for Other 0.9
vaiuation alowancs ®-1) | Ettaciive Income tax rate 45.0%
Other 3.3)
Etfective income tax rate 13.2%

Note10-COMMITMENTS AND CONTINGENT LIABILITIES
Commitments and contingent liabilities as of March 31, 2005 and 2006 were as follows:

Millions of Yen

Thousands of U.S. Dollars

2005 2006 2006

Contingent kabilities based on debt assumption agreements ¥25,200 ¥21,700 $184,728
Notes receivable discounted 47 28 238
Debt guarantees:

Non-consolidated subsidiaries and affiliates 7,480 5,334 45,408

Other companies and employees 5,602 4,722 40,197
Total ¥38,329 ¥31,784 $270,571

Notaet1-LEASE

Financing lease transactions whose ownership are not to be transferred were as follows:

A) Lessesa

(1) Estimated purchase cost, estimated accumulated depreciation, estimated accumulated impairment losses, and esti-
mated book value of the leased assets as of March 31, 2005 and 2006 were as follows:

Millions of Yen
Estimated Estimated Estimated
purchase accumulated accurmwulated Estimated
As of March 31, 2005 cost depreciation impairment losses  book value
Machinery and equipment ¥5,827 ¥2,747 ¥ 52 ¥3,023
Other 210 550 54 306
Total ¥5,737 ¥3,297 ¥106 ¥3,334
Millions of Yen
Estimated Estimated Estimated
purchase accumulated accumulated Estimated
As of March 31, 2006 cost depreciation impairment losses  book value
Machinery and equipment ¥7,.221 ¥3,435 ¥ 52 ¥3,734
Other 1,119 660 54 405
Total ¥8,340 ¥4,095 ¥106 ¥4,139
Thousands of U.S. Dollars
Estimated Estimated Estimated
purchase accurmnulated accurnulated Estimated
As of March 31, 2008 cost depraciation impairment losses  book value
Machinery and equipment $61,471 $20,242 $442 $31,787
Other 9,626 5,618 460 3,448
Total $70,997 $34,860 $002 $35,235

The above estimated purchase cost includes related interest expenses.
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(2) Lease payments due under the financing lease transactions as of March 31, 2005 and 2006 were as follows:

Millions of Yen Thousands of U.S. Dollars
2005 2006 2006
Due within one year ¥1,169 ¥1,379 $11,739
Due after one year 2,261 2,825 24,049
Total ¥3,430 ¥4,204 $35,788

The above obligations included the allowance for Impairment losses on leased assets of 96 milion yen and 65 million
yen (553 thousand dollars) as of March 31, 2005 and 2006.

The above obligations under finance leases included related interest expensss.

{3) Lease expenses, reversal of allowance for impairment loss on leased assets, estimated depreciation expenses, and
impaimment losses for the fiscal years ended March 31, 2005 and 2006 were as follows:

Millions of Yen Thousands of U.S. Dollars
2005 2006 2006
Lease expenses ¥4,614 ¥1,575 $13,408
Reversal of allowance for impaimment losses on lgased assets 10 Nn 264
Estimated depraciation 4,604 1,544 13,144
Impairment losses 108 — —

{4) Method of calculation of amount of estimated depreciation
Depreciation is calculated based on the straight-line method over the fease term of the leased asgets assuming no residual value.

B} Lessor
(1} Purchase cost, accumulated depreciation, and book value of the leased assets as of March 31, 2005 and 2006 were
as follows:

Millions of Yen

As of March 31, 2005 Purchase cost  Accumulated depreciation Book value
Machinery and equipment ¥5,608 ¥3,478 ¥2,130
Cther 695 454 241
Total ¥6,303 ¥3,932 ¥2,371

Millions of Yen

As of March 31, 2006 Purchase cost  Accumulated depreciation Book value
Machinery and equipment ¥5,140 ¥3,252 ¥1,888
Other 516 383 133
Total ¥5,656 ¥3,635 ¥2,021

Thousands of U.S. Dollars

As of March 31, 2006 Purchase cost  Accumulated depreciation Book value
Machinery and equipment $43,755 $27,684 $16,071
Cther 4,393 3,260 1,133
Total $48,148 $30,944 $17,204

(2) Lease revenues due under the financing lease transactions as of March 31, 2005 and 2006 were as follows:

Millions of Yen Thousands of U.S. Dollars
2005 2006 2006
Due within one year ¥1,101 ¥ 809 $ 6,887
Due after one year 1,903 1,450 12,684
Total ¥3,004 ¥2,299 $19,571

The above claims under financs leases included related interest income.

(3) Lease incomes and depreciation for the fiscal years ended March 31, 2005 and 2006 wera as follows:

Millions of Yen Thousands of U.S. Dollars
2005 2006 2006
Lease incomes ¥1,294 ¥1,008 $4,581
Depreciation 879 752 6,402
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Note12-UNREALIZED GAINS (LOSSES) ON DERIVATIVES

The Company Group utilizes various derivative financial instruments in order to offset the risks of assets and liabilities
due to fluctuations in cornmodity pricas, foreign currancy exchange rates and intsrest rates and applies hedge account-
ing. The Company Group does not utilize derivative instruments for speculative purposes.

Principal hedging techniques and items hedged are as follows;

Techniques Hedged ltems
Forward currency contracts and currency option contracts Import and export of inventories and products
Currency swap contracts Long-term debt, Borrowings
{nterest rate swap contracts and interest rate cap contracts Long-term debt, Borrowings, Loans
Commodity forward contracts, commodity swap contracts Purchass of inventories and sale of products
and comrodity option contracts

Unrealized gains (losses) on derivatives as of March 31, 2005 and 2006 were as follows:

Millions of Yen Thousands of U.S, Dollars
2005 2006 2006
Currency-related transactions ¥(125) ¥(22) $(187)
Interest rate-related transactions {80) (62) (528)
Total-urrealized losses ¥{185) ¥(84) $(715)

The amounts presentsed above exclude derivatives accounted for as hedges.

Note13-IMPAIRMENT LOSSES

For the year ended March 31, 2005 and 2008, the Company Group recognized impairment losses on fixed assets
related to the significant decline in the market value of its land as well as to the overall deterioration of its business envi-
ronment, which consisted of the following:

For the fiscal year ended March 31, 2005 Miltions of Yen
Unutilized assets (land, buildings and the other) ¥ B,763
Assats for rent {land, buildings and the other) 3411
Assets for Petroleum business (land, bulldings and the other) 1,005
Assets for Electronic Materials business (goodwill, buildings and the other} 3,517

Domestic sublotal 16,696
Assets for Electronic Materials business {goodwill and the other) 8,536
Overseas subtotal 8,536
Total ¥25,232

In Japan, the recoverable amounts of the assets for Petroleum business and Electronic Materials business and the
assets for rent were primarily measured as value in use equivalent to their future cash flows discounted at 5%, with the
unutilized assets’ measured as net sslling price.

In the overseas, the recoverable amounts of the assets for Electronic Materlals business were measured as valus in
use equivalent to their future cash flows discounted at 11%.

For the fiscal year ended March 31, 2006 Millions of Yen Thousands of U.S. Dollars

Unutilized assets (land, buildings and the other) ¥1,152 $ 9,807
Assaets for rent {land, buildings and the other) 137 1,166
Assgets for Petroleum business (Jland, buildings and the other) 526 4,478
Assets for Resources and Non-Ferrous Metals business (buildings and the other) 538 4,580

Domestic subtotal 2,353 20,031
Assets for Electronic Materials business (buildings and the other) 3,210 27,328

QOverseas subtotal 3,210 27,326
Total ¥5,563 $47,357

In Japan, the recoverable amounts of the assets for Petroleumn business and Resources and Non-Ferrous Metals busi-
ness and the assets for rent were primarily measured as value in use equivalent to their future cash flows discounted at
5%, with the unutilized assets” measured as net salling price.

In the overseas, the recoverable amounts of the assets for Electronic Materials business were measured as value in
use equivalent to their future cash flows discounted at 10%.



Note14-REORGANIZATION AND RESTRUCTURING COSTS

Reorganization and restructuring costs comprises mainly payment for special retirement benefit of 2,631 milion yen and
restructuring costs associated with continuing reorganization of 25,399 milion yen for the fiscal year ended March 31, 2004,

For the fiscal year ended March 31, 2005, it comprises special loss related to shut down of a domestic mine of 11,504
million yen, restructuring costs of electronic materials business in U.S.A. of 3,833 milion yen and closing costs of conve-
nience stores of 1,088 million yen.

For the fiscal year ended March 31, 2006, it comprises restructuring costs of electronic materials business in U.S.A. of
11,309 milllon yen {96,271 thousand dollars) and special loss refated to shut down of a domastic mine of 1,380 million
yan {11,748 thousand dollars}.

Note15-STOCK QPTION PLAN
In 2005, the Company abolished its retirement benefit program for the directors and officers of the Company and its
core subsidiaries of the Company Group, and replaced it with a stock option program.

At the general meeting of shareholders and the subseguent meeting of the Board of Directors of the Company held on
June 28, 2005, the Company resolved the issuance of stock acquisition rights at no cost for the directors and officers of
the Company and its core subsidiaries as stock-based compensation plan. The total number of shares corresponding to
the aforesaid stock acquisition rights is 362,000 shares of common stock of the Company. The options will be granted at
1 yen per share as an exercise price of the Company’s common stock, and are exercisable from July 2, 2005 to June
30, 2025,

Under the newly implemented Corpaorate Law in 2006, stock acquisition rights as stock options issued to the
Company's directors are deemed to be part of directors’ compensations. At the general mesting of sharehalders held on
June 27, 2006, The Company resclved the issuance of the stock acquisition rights for the directors of the Company as
stock-based compensation plan in an aggregate annual amount of maximum 80 milion yen. The details of the above-
mentioned plan, and the issuance of the stock acquisition rights for persons other than the Company's directors shall be
resolved by the Company's Board of Directors pursuant to the provisions set forth in the Corporate Law.,

Al




72

Note16-SEGMENT INFORMATION

The operations of the Company Group for the fiscal years ended March 31, 2004, 2005 and 2006 were summarized

by product group as follows:

Millions of Yen

Other

Resources and Electronic Metal {Iindependent
Non-Ferrous Matertals Fabrication Operating
Petroleum Metals (Nikko (Nikko Metal  Companies and
As of and for the fiscal year {Japan Energy (Nippon Mining Materials Manufacturing Functional Elimingtions or
gnded March 31, 2004 Group) & Metals Group) Group) Group) Suppors Companies) Tatl Comorats Consolidated
Sales:
Qutside customers ¥1,745,635 ¥295571 ¥ 71,192 ¥41,721 ¥ 60,470 ¥2,214585 ¥ - ¥2,214,589
Infer-group 5,365 18,439 2,648 5,850 5721 38,023 (38,023} —
Total 1,751,000 314,010 73,840 47,571 66,191 2,252,612 (38,023} 2,214,589
Operating costs and expensas 1,713,241 308,968 73,408 40,249 67,382 2,203,248 (39.058) 2,164,182
Operating Incoma (lass) 37,759 5,042 432 7,322 (1,191) 49,364 1,033 50,387
Income {oss) befora speclal items 35,957 13,788 {2.601) 7,283 (1,428) 53,009 728 53,737
Identifiable asse:s, depreciation and
amortization, and apital expenditures
Assets 992,485 313,574 107,336 57,014 208,588 1,678,975 (106,446} 1,572,529
Depreciation and amortization 26,605 7,021 6,401 2,812 3,105 45,944 (82} 45,862
Capital expenditures 13.835 7,718 3,809 2,289 3,838 31,589 18 31,607
Millions of Yen
Dther
Resources and Electronic Metat [Independent
Non-Ferrous Materials Fabrication Operating
Petroleurn Metals (Mikko (Mikko Metal Companies and
As of and for the fiscal year {dapan Energy  (NIppon Mining Materials Manufacturing Functional Himinations or
ended March 31, 2005 Group) & Metals Group) Group} Group) Support Companies) Total Corporate Consolldated
Sales:
Outside customers ¥1,979,823 V357,989 ¥ 86,094 ¥47,958 ¥ 30,674 ¥2,502,538 ¥ — ¥2,502,538
Inter-group 6,534 20,732 2,887 6,360 10,002 46,515 {46,515) —
Total 1,986,357 378,721 88,981 54,318 40,676 2,549,053 {46,515) 2,502,538
Qperating costs and expenses 1,854,045 382,046 78,959 45,696 43,170 2,423,916 {46,988) 2,376,930
Operating income {Joss) 92,312 16,675 10,022 8,622 {2,494) 125,137 471 125,608
Income (loss) before special itams 87,837 46,431 7,721 8,566 (2,047) 148,508 {453) 148,055
Identifiabte assets, depeeciation and
amortization, impairment i0sses
and capital expenditures
Assets 1,049,616 306,573 111,044 60,690 264,945 1,792,868 {(212,724) 1,580,144
Depreciation and amortization 31,038 6,987 5,874 2,641 1,241 47,781 (55} 47,726
Impalment losses 10,860 1,213 12,053 _— 90 24,216 1,018 25,232
Capital expenditures 29,964 6,980 5,141 3,747 1,403 47,235 52 47,287




Millions of Yen

Other
Resources and  Hettronkc Metal (independent
Non-Ferrous Matertals Fabrication Operating
Petroleum Metals (Nikko (NkkoMetal  Comparies ad
As of and for the fiscal year {zpan Enargy  {Nippon Mining Materals Manutacturing Functionss Eliminations or
ended March 31, 2006 Group) & Metals Group} Group} Group) Support Companies) Total Corporate Consolidatad
Sales:
Outside customers ¥2,407,824 ¥455,061 ¥102,684 ¥48,374 ¥ 12,319 ¥3,026,262 ¥ — ¥3,026,262
Inter-group 4,247 25,089 3,638 7,162 13,467 57,603  (57,603) —_
Total 2,412,071 484,150 106,322 55,536 25,786 3,083,865 (57,603) 3,026,262
Operating costs and expenses 2,313,297 457,329 85,130 49,301 24,365 2,939,512  (57,698) 2,881,814
Operating income 98,774 26,821 11,192 6,145 1,421 144,353 a5 144,448
Income before special items 99,044 70,281 9,649 8,376 2,812 188,162 560 188,722
Identifiable assets, depreciaticn anc
amortization, impainment losses and
capital expenditures
Assets 1,196,916 453,765 135478 68,135 408,756 2,262,440 (402,857) 1,859,583
Depreciation and amortization 30,148 6,671 5,081 2,616 404 44,920 (49) 44,871
Impairment josses 1,740 544 3,210 —_ 69 5,563 —_ 5,563
Capital expenditures 34,758 11,517 5,994 4,809 448 57,524 145 57,669
Thousands of U.S. Dollars
Qther
Resources and Elestronic Metal {Independent
Non-Ferrous Materials Fabrication Opeating
Petroleum Metals (Nikko (NikkoMetal  Companies and
As ot and tor the fiscal year (Japan Energy (NipponMining  Materials Manufacturing Functional Eliminations or
ended March 31, 2006 Group) & Metals Group) Group) Group) Support Gompanies} Total Corporate Consolidated
Sales:
Outside customers $20,497,353 S3,873,849 S 874130 $411,799 $104,868 $25,761,999 § — $25,761,999
Inter-group 36,153 247,629 30,969 60,969 114,643 490,363  {490,363) —_
Total 20,533,506 4,121,478 905,099 472,768 219,511 26,262,362  {490,363) 25,761,999
Operating costs and expenses 19,692,662 3,893,156 809,824 420,457 207,413 25,023,512  (491,172) 24,532,340
Operating income 840,844 228,322 95,275 52,311 12,098 1,228,850 809 1,229,659
Income before special items 843,143 598,289 82,140 54,278 23,938 1,601,788 4,767 1,606,555
Identifiable assets, depreciation and
amortization, impaicment losses and
capital expenditures
Assets 10,184,013 3,862,731 1,153,299 580,020 3,479,663 19,250,726 (3,429,446) 15,830,280
Depreciation and amorstization 256,644 56,789 43,254 22,270 3,439 382,396 418) 381,978
Impairment ksses 14,812 4,6M 27,326 - 588 47,357 — 47,357

Capital expenditures 295,888 98,042 51,026 40,938 3,797 489,691 1,234 490,925




{Note)

A)

B)

As noted in “Note2-B(1),” in the fiscal year ended March 31, 2005, the Company's certain domestic consolidated
subsidiaries changed the inventory valuation method of non-ferrous metals except gold, sitver, platinum and palla-
dium, and of electric materals from the last-in, first-out method to the first-in, first-out method.

As a result of this changs, inventories as of March 31, 2005 have increased by 2,312 millior yen, operating costs
have decreased by 2,312 million yen and operating income and income bsfore special items have increased by the
same amount for the Resources and Non-Ferrous Metals segment and inventories as of March 31, 2005 have
increased by 4,813 milion yen, operating costs have decreased by 4,894 million yen, operating income has
increased by the same amount and income before special items has increased by 4,813 million yen for the
Electronic Materials segment, as compared with the amounts which would have been reported if the previous
method had been applied consistently.

As noted in “Note2-B(3),” until the fiscal year ended March 31, 2004, unrecognized actuarial gains or losses were
recognized as income or expenses based on amortization of straight-ine method over a period (mainly 10 years)
not exceeding the average remaining service period of participating employees present at the time when such
gains or losses occurred. In the fiscal year ended March 31, 2005, the Company's certain major consolidated sub-
sidiaries changed the accounting policy to recognizing lump-sum actuarial gains or losses at the period of occur-
rence. In accordance with this change, these subsidiaries made lump-sum recegnition of the previous years’
unrecognized net actuanial losses.

As a result of this change, in the fiscal year ended March 31, 2005, operating costs have decreased by 1,193
milion yen and operating income and income before special items have increased by the same amount for the
Petroleum segment and operating costs have increased by 35 million yen and operating income and income
before special items have decreased by the same amaunt for the Blectronic Materials segment, as compared with
the amounts which would have been reported if the previous msthod had been applied consistently.

Note17-SUBSEQUENT EVENTS
On June 27, 2008, the General Shareholders’ Mesting of the Company approved the following appropriation of
Retainad Earnings.

Millions of Yen Thousands of U.S, Dollars

Cash dividends (15.00 yen per share} ¥12,7115 $108,240




Repori of Independent Auditors

To the Board of Directors of

Nippon Mining Holdings, Inc.

We have audited the accompanying consolidated balance sheets of Nippon Mining Holdings, Inc,
and iis subsidiaries as of March 31, 2005 and 2008, and the related consolidated statements of
income, shareholders' equity, and cash flows for each of the three years in the period ended
March 31, 2006, all expressed in Japanese Yen, These consolidated financial statements are the
responsibility of the Company's management. Our responsibility is to express an opinion on
these consolidated financial statements based on our audits.

We conducted our audits in accordance with auditing standards, generally accepted in Japan.
Those standards require that we plan and perform the audit to oblain reasonable assurance
about whether the consolidated financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the consolidated financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
consohdated financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our epinion, the consolidated financial statements referred to above present fairly, in all
material respects, the consolidated financial position of Nippon Mining Holdings, Inc. and its
subsidiaries ag of March 31, 2005 and 2006, and the consolidated results of their operations and
their cash flows for each of the three years in the period ended March 31, 2006 in conformity
with accounting principles generally accepied in Japan.

As described in Note 2, effective for the year ended March 31, 2005, Nippon Mining lloldings, Inc.

and its subsidiaries changed their accounting policy for valuation method of non-ferrous metals
except for gold, silver, platinum and palladium, and of electronic materials, accounting standard
for impairment of fixed assets and allowance for retirement benefits.

The amounts expressed in U.S. dollars, which are provided solely for the convenience of the
reader, have been translated on the basis set forth in Note 1 to the accompanying consolidated
financial statements,

ChuoAoyama PricewaterhouseCoopers
Tokyo. Japan
June 27, 2006
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v
Group Companies
{As of March 31, 2006) @ - -Equity-method sffiliated company
Classification of the business seg-
ments In Flnancial Section (p51-75) Is
based on this page.
®
Petroleum {Japan Energy Group) Nikko Environmental Services Co., Lid. 100.0%
P g K of voti Tomakomai Chemical Co., Ltd. 100.0%
) Nikko Tsuruga Recycle Co., Ltd. 100.0%
Japan Energy Corporation 100.0% Nikko Mikkaichi Recycle Co., Ltd. 100.0%
Japan Energy Development Co., Ltd. 100.0% Nippon Marine Co., Ltd. 100.0%
Py NMG Peari River Mouth Oil Development Co., Ltd.  100.0% Gircum Pacific Navigation Co., Ltd. 100.0%
Southem Highlands Petroleum Co., Ltd. 80.0% Nikko Logistics Partners Co., Ltd. 75.0%
Kashima Gil Go., Ltd. 70.7% Nissho Kou-un Co., Ltd. 100.0%
Kashima Aromatics Co., Ltd. 100.0% Nikko Exploration and Development Co., Lid. 100.0%
JOMO-NET Sapporo Co., Ltd. 100.0% Nikko Drilling Co., Ltd. 100.0%
JOMO-NET Tv?hoku Co., Ltd. 100.0% @ Minera Los Pelambres 25.0%
JOMO-NET Kitakanto Co., Ltd. 100.0% @ Japan Collahuasi Resources BV, 30.0%
JOMO-NET Higashitokyo Co., Ltd. 100.0% @ JEGO Corporation 20.0%
] JOMO-NET Nishitokyo Co., Ltd. 100.0% @ LS-Nikko Copper Inc. 49.9%
JOMO-NET Minalrnikanto Co., Ltd. 100.0% @ Hitachi Wire Rod Co., Ltd. 20.0%
JOMO-NET Tokai Co., Ltd. 100.0% g Tatsuta Electric Wire and Cable Co., Ltd. 327%
JOMO-NET Kansai Co., Ltd. 100.0% @ Toho Titanium Co., Ltd. 37.7%
JOMO-NET Sanyo Co., Ltd. 100.0%
oy
jg“,j:g :i,g:f:zecgol',t_fd 138:3;2 Electronlc Matenals(leko Materials Group)
J-Quest Co., Ltd. 100.0% - : percentage of voting righta
® Asia Corporation 100.0% Nikko Materials Co., Ltd. 100.0%
JOMO Sun Energy Co., Ltd. 100.0% Nikko Materials USA, Inc. 100.0%
Japan Energy (Singapore) PTE. LTD. 100.0% Gould International GmbH 100.0%
Nikko Liquefied Gas Co., Ltd. 51.0% Nikko Materials Philippines Inc. 100.0%
Kyo-Pro Co., Ltd. 100.0% Nikko Metal Plating Go., Ltd. 100.0%
JOMO-Pro Kanto Co., Ltd. 100.0%
Petrocokes, Ltd 85.0% C .
. N Metal Fabrication
@ 1r\.f|ne S<:|e.nt|f.tc Sales Co., Ltd. 100.0% (leko Metal Manu factunng Group)
Nissho Shipping Ce., Ltd. 72.5%
Nippon Tanker Co., Ltd. 100.0% : ke
Nichiyo Engineering Corporation 100.0% Nikko Metal Manufacturing Co., Ltd. 100.0%
JOMO Enterprise Co., Ltd. 100.0% Fuji Electronics Co., Ltd. 98.7%
JOMO Support System Co., Ltd. 100.0% Fuiji Electronics Dongguan Co., Ltd. 100.0%
Nikko Feal Estate Co., Ltd. 100.0% Nikko Coil Center Co., Ltd. 100.0%
@ Abu Dhabi Oif Co., Ltd. 31.3% Waoojin Precision Industry Co., Ltd. 96.7%
J ® United Petroleum Development Co., Ltd. 35.0% Nippon Precision Technology (Malaysia) Sdn. Bhd.  B0.5%
Nippon Mining Singapore Pte. Ltd. 100.0%
Resources and Non-Ferrous Metals Nippen Mining Taiwan Co., Ltd. 100.0%
(Nippon Mining & Metals Group) Nippon Mining Shanghai Co., Ltd. 100.0%
5 T ting riahts @ PNT Corporation 40.0%
Nippon Mining & Metals G, Ltd. 100.0% Other {Independent Operating Companies and
Y Nippon Mining of Netherlands B.V. 100.0% F ti | S " C )
| Nippon LP Rescurces B.V. 60.0% unc |ona uppo ompames
Kasuga Mines Co., Ltd. 100.0% S 4 : 2
Japan Korea Joint Smefting Co., Ltd. 80.0% Cantral Computer Services Co., Lid. 95.5%
Pan Pacific Copper Co., Ltd. 66.0% Automax Co., Ltd. 100.0%
Nikko Smaelting & Refining Co., Ltd 100.0% Nippon Mining Finance Co., Ltd. 100.0%
Pan Pacific Copper Taiwan Co., Ltd. 100.0% Nippon Mining Research & Technology Co., Ltd. 100.0%
Pan Pacific Copper Shanghai Co., Ltd. 100.0% Nippon Mining Business Support Co., Lid. 100.0%
Japan Copper Casting Co., Ltd. 65.0% Nippon Mining Ecomanagement, inc. 100.0%
® Changzhou Jinyuan Copper Co., Ltd. 58.0% Nippon Mining Insurance Services Co., Ltd. 100.0%
Kurobe Nikko Galva Co., Ltd. 91.1% @ Maruwn Corporation 44.0%
Nikke Shaji Co., Ltd. 100.0% @ am/pm JAPAN Co., Lid. 20.0%
Nikko Shoji Taiwan Co., Ltd. 100.0%

Nikko Art & Craft Co., Ltd. 100.0%




L 4
Corporate Data
®
ENippon Mining Holdings / Corporate Profile (As of March 31, 2006)
Corporate Name Nippon Mining Holdings, Inc.
Head Office 2-10-1, Toranomon, Minato-ku, Tokyo, Japan 105-0001
. Founded September 27, 2002
Capital ¥40.0 billion {As of August 2006, capital increased to ¥73.92 billion)
Date for the Settiement of Accounts March 31
HBoard of Directors and Corporate Auditors (As of June 27, 2006)
® Chairman and Representative Director Auditors
Yasuyuki Shirnizu Sota Kobayashi
President and Representative Director Shinji Ono
Mitsunori Takahag Kolehi Seno
Shigetake QOgata (non-executive)
Directors
® azu0 OKi Senior Officer .
Furmio Ito Tomoyuki Urabe
Kiyonobu Sugiuchi
Nobuyuki Yamaki
lsao Matsushita (non-executive)
Masanori Okada {non-executive)
® Toru Kihara {(non-executive}
Yukio Uchida {non-executive)
HOrganization of Nippon Mining Holdings (as of October 1, 2006)
o r— HFnance Group
President and — Corporate Planning & Contrel Group
Board of Directors Represantative Director
Chairman of Board ! —
O%a;n l Executive Committes | Technology & Development Group
1 — i — Audit Di
of Audiiors . oo Auditing Group Audit Division
® Corporats Auditors s"“;‘:gui‘;‘i’l“"" — IR & General Administration & Public Relations Group
Councit of Human Resources Development| { ——  Nippon Mining Management Collage — Administration Office
Corporate Audit Office Compliance Gommittee
Intemnal Conirol Promotion Office
HEGroup Overview (As of March 31, 2006)
. Not Sales ¥3,026.3 bitlion {Year ended March 31, 2008}
Total Assets ¥1,859.6 billien
Number of Group Companies 127
Employees (Consolldated) 9,579

* Consolictated subsidlaries and equity mathod afflllatec compenles




OJapan Energy / Corporate Profile Corporata Name

(As of June 28, 2006)

OOrganization of Japan Energy

Representative
Number of Employess
Capital

Head Office

Principal Business

——] Corporae Social Responsibifty Dept, |

[ President & Represantative Director |

[ Executive Committes i

Corporats Principles Committes
Stratsglc Planning Commitiea

Monthly Performance Review Commitiee
Branding Strategy Cormnmittes

Japan Energy Corporation

Isac Matsushita, President and Representative Director
Approx. 2,700 (Consolidated)

¥35.0 billion {100% Subsidiary of Nippon Mining Holdings}
2-10-1, Toranomon, Minato-ku, Tokyo, Japan 105-8407

Petroleum resources development, petroleum refining,
marketing of petroleum products, etc,

| Statutory Audtors | Auditors Atfairs Office |

Auditors Committee

| Environment & Safety Dept. |
— Business Development Dept. |
Blo Research Canter |
——] Corporate Plarving & Control Dept, |
Baling Otfice |
—] Account & Tax Dept. |
—1 Information Systems Dept. |
—! Auditing Dept. !
——! bered toiseion b e Pesoums it |
Toda Administration Office
! Credit Dept. |
{ Legal Dept. |
——1 Exploration & Production Dept. |
——{ Supply Coordination Dept. |
—{ Loglstics Dept. |
————— Distribution Canter |
| Kawasak| LP Gas Terminal |
—— Cruge Ot & Products oxpstion D, |
Petroleum Refining Dept. |
] Pl Bein Reseah & Tembog Cert |
| Funakawa Works |
—[ Petroleum Refining Engineering Center | H@
Chita Oll Refinery ]
L Marketing Planning Dept. |
—r{ Sales Dept.
| .+ Hokkaido Branch Office
——|—| Commercial Sales Depl. | | [ Tofoku Branch Office
—I—{ Petroleur Retail Marketing Dept. I = Kitakanto Branch Office
— Tokyo Branch Office
| iLPGaSDEDt | — Minamikanto Branch Gifice
—I—{ Industrial Fuel Dept. | Chubw Branch Office
—l-rmtemaﬁunal Marketing Dept. | L inkd Branch Offce
[ Chushikoku Branch Office
T Lubricants Dept. |

Kyushu Branch Otfice
- Lubricants Order Center |

e Lutricants Researth & Development Center |
- Sodegaura Lubricants Plant |

_— Pefrochemicals Dept. |

Mizushima il Refinery

* Kitakanto Branch 0ffics, Tokyo Branch Office and Minamikanto Branch Office are not handing the operations of industriat Fuel Dept.,
International Marketing Dept. and Lubricants Dept.
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L 4
ENippon Mining & Metals / Corporata Name Nippon Mining & Metals Co., Ltd.
Corporate Profile Representative Masanorl Okada, President and Representative Diractor
{As af June 28, 2006) Number of Employees  Approx. 2,000 (Consolidated)
Capital ¥14.0 billion (100% Subsidiary of Nippon Mining Holdings)
Head Office 2-10-1, Toranomen, Minato-ku, Tokyo, Japan 105-0001
. Principal Business Resources development and metal business, electronic
matertals business, metal manufacturing business

{Corporate Division)

HOrganization of [ Planning & Coordination Dept. | —— Shanghai Office |
Nippon Mining & Metals
® — Administration Dept. |
Secretariat J
—! Environment & Safety Dept.
L{ internal Auditing Office |
® (Tectnology Development Division)
1 Technology Development Center |
(Business Divislon}
| Resources & Metals Company |
| — Planning & Coordination Dept. |
| — Copper Business Division
@ [ President & Representative Director | ————————
| l Resources Development Dept. ,—\: Australia Office
|
| [Executive Committes | Chile Offica
‘ —} Metals Recycling & Eco Business Division |
1 Planning & Coordination Dept. |
Marketing Dapt. |
® Technology Dept. |
Hitachi Works
Saganosski Smelter & Refinery
| Electronic Materlals Company | Osaka Office —{ Kyushu Sates Otfice
— Planning & Coordination Dept. |
. { Technology Dept. ]—
Soroe Treatoen Bashess Pron fce |
{ Copper Foll Division 1
I—{ MAQINAS Dept. ]
{ Semiconductor Target Division. +—
| Statutory Audttors | Auitors Atfars Oftics | o
o —UFPD e Dsion
——— Compound Semicontuctor Division. | Isohara Works
,_L It Shirogane Works
Toda Works
-[ Metal Manufacturing Company I Osaka Office
——]{ Planning & Coordination Dept. |
® ! Precision Rolled Products Business Division |
| Precision Fabicated Produets Business Division | ’: :‘:kz';';:‘s
8
Nagoya Office
Osaka Office
* *Corporats Divislon,” “Technology Development Division® and “Business Division” are L] Nagora Office

the preliminary division to clarify the structure of the organization.




Group Companies

(As of June 30, 2006) ®---Equity-method affilisted company
Petroleum {Japan Energy Group) Nikko Environmental Services Co., Ltd. 100.0%
Percentaga of voting rights Tomakomai Chemical Co., Ltd. 100.0%
] Nikko Tsuruga Recycle Co., Ltd. 100.0%
Japan Energy Corporation 100.0% Nikko Mikkaichi Recycle Co., Ltd. 100.0%
Japan Energy Development Co., Ltd. 100.0% Nikko Plant Saganoseki Co., Ltd. 100.0%
NMC Pearl River Meuth Oll Development Co., Lid.  100.0% Nippon Marine Co., Ltd. 100.0%
Southem Highlands Petroleum Co., Ltd. 80.0% Gircum Pacific Navigation Co., Ltd. 100.0%
Kashima il Co., Ltd. 70.7% Nikko Logistics Partners Co., Ltd., 90.0%
Kashima Aromatics Co., Ltd. 80.0% Nissho Kou-un Co., Ltd. 100.0%
JOMO-NET Sapporo Ce., Ltd. 100.0% Nikko Exploration and Development Co., Ltd. 100.0%
JOMO-NET Tohoku Co., Ltd. 100.0% Nikko Drilling Co., Ltd. 100.0%
JOMO-NET Kitakanto Co., Ltd. 100.0% ® Minera Los Palambres 25.0%
JOMO-NET Higashitokyo Co., Ltd. 100.0% @ Japan Collahuasi Resources B.V. 30.0%
JOMO-NET Nishitokyo Co., Ltd. 100.0% @ JECO Corporation 20.0%
JOMO-NET Minarnikanto Co., Ltd. 100.0% @ LS-Nikko Copper Inc. 49.9%
JOMO-NET Tokai Co., Ltd. 100.0% g ytachi wire Rod Co., Ltd. 20.0%
JOMO-NET Kansai Co., Ltd. 100.0%
JOMO-NET Sanyo Co., Ltd. 100.0% T Electronic Materials Segment
JOMO-NET Kyushu Co., Ltd. 100.0% Nikko Materials Philippines Inc. 100.0%
JOMO Retail Service Co., Ltd. 100.0% Gould Electronics GmbH 100.0%
J-Quest Co., Ltd. 100.0% Nikko Materials USA, Inc. 100.0%
Asia Corporation 100.0% Nikko Metal Ptating Co., Ltd. 100.0%
JOMO Sun Energy Co., Ltd. 100.0% Nikko Materials Taiwan Co., Ltd. 100.0%
Japan Energy (Singapore) PTE. LTD. 100.0%
Nikko Liquefied Gas Co., Ltd. 51.0% [ Metal Manufacturing Segment
Kyo-Pro Co., Ltd. 100.0% Fuji Electronics Co., Ltd. 98.7%
JOMO-Pro Kanto Co., Ltd. 100.0% Fuji Electronics Dongguan Co., Ltd. 100.0%
Petrocokes, Ltd. 85.0% Nikko Fuji Precision (Wuxi) Co., Ltd. 100.0%
Irvine Scientific Sales Co., Lid, 100.0% Nikko Coil Center Co., Lid. 100.0%
Nissho Shipping Co., Ltd. 72.5% Wogjin Precision Industry Co., Lid. 96.7%
Nippon Tanker Co., Ltd. 100.0% Nippon Precision Technology (Malaysia} Sdn. Bhd.  80.5%
JOMO Enterprise Co., Ltd. 100.0% Nippon Miring Singapore Pte. Ltd. 100.0%
JOMO Support System Co., Ltd. 100.0% Nippon Mining Taiwan Co., Ltd. 100.0%
®am/pm JAPAN Co., Ltd. 20.0% Nippon Mining Shanghai Co., Ltd. 100.0%
® Abu Dhabi Oil Co., Ltd. 31.5% Nikko Wogijin Precision Manufacturing {Suzhou) Co., Ltd. 100.0%
@ United Petroleum Development Co., Ltd. 35.0% @PNT Cormporation 40.0%

Metals (Nippon Mining & Metals Group) Other {Independent Operating Companies
RO ey A7 and Functional Support Companies)

Nippon Mining & Metals Co., Ltd. 100.0% . Percentage of voting rights
Central Computer Services Co., Ltd. 100.0%
D] Resources and Metais Segment Nichiyo Engineering Corporation 100.0%
Nippon Mining of Netherlands B.V, 100.0% Nikko Real Estate Co.. Ltd. 100.0%
Nippon LP Resources B.V. 60.0% Automax Co.. Ltd ) 100.0%
Kasuga Mines Co., Ltd. 100.0% Nippon Mining Finance Co., Ltd. 100.0%
Japan Korea Joint Smelting Co., Ltd. 80.0% Nippon Mining Procurement Inc. 100.0%
lean Pacific Copper Co:. Ltd. 66.0% Nippon Mining Research & Technology Co., Ltd.  100.0%
Nikko Smeiting & Refining Co., Ltd 100‘02 Nippon Mining Business Support Co., Ltd. 100.0%
Hibi Kyodo Smetting Co., Ltd. 63.5 Nippon Mining Ecomanagement, Inc. 100.0%
Pan Pacific Capper Taiwan Co., Ltd. 100.0% Nippon Mining Insurance Services Co., Ltd. 100.0%
Pan Pacific Copper Shanghal Co., Ltd. 100.0% @ Maruwn Corporation 44.0%
Japan Copper Casting Co., Ltd. 65.0%  gTatsuta Electric Wire and Cable Co., Ltd. 32.7%
Changzhou Jinyuan Copper Co., Ltd. 58.0% @ Toho Titanium Co.. Ltd 47.7%
Kurobe Nikko Galva Co., Ltd. 91.1% T
Nikko Shoji Co., Ltd. 100.0%
Nikko Shoji Taiwan Co., Ltd. 100.0%

Nikko Art & Craft Co., Ltd. 100.0%



Global Network

The businesses of the Nippon Mining Holdings Group are conducted by its
worldwide operational bases. The Nippon Mining Holdings Group actively
pursues a global strategy for the development of resources, and is vigorously 26
shifting its production bases, developing marketing bases overseas, and also
promoting alliances throughout the world with outstanding partners, to build

a solid business foundation.

Petroleum (Japan Energy Group)

) Mizushima (il Refinery, Japan Energy

€ Chita 0/ Refinery, Japan Energy

) Funakewa Worls, Japan Energy

©) Sodegaura Plant, Japan Energy

© Kawasak LP-Gas base, Japan Energy

(3 Kashima Oil Refinery, Kashima 0 Co., Lid. &
(@ Nakajo Plant, Japan Energry Development Co., Lid.

Metals
{N’ppon Mirdng & Metals Group)

@ Hatachi Works, Mo Smetting @ Japan Copper Casting Co. Uid.
& Refining Co., Lid. © Kuobe NIk Gaiva Co., Lid.
63 Sagancseki Smetter & Refmery, @ Nk Ennironmental
Hido Smettng & Refrrg Co. tt Services o, Lid.

@ Shirogane Works, Nippen Mining
& Metals

{5 lsohvara Works, Nippon Mining & Metals

(& Toda Works. Nippon Mining & Metals

€ Kurrol Weeles, Kamaasald Plant,
Nppon Mning & Metats

(D Kurar Works, Nippon MEning & Metais

(2 tschara Plant, Fujl Bectronics Ca., Lid.

Independent
Operating Companies

@ Tatsuta Bectric Wira and Cable
Co., L. Osaka Plant

) Tatsuta Electric Wire and Cable
Co., L. Fikuchiyama Plant

© Tamano Smetter, Hibi Kyode € Tomakoemai Chemical Co., Lid. ) Takatsukd Plant, Nikko Metal Plating &3 Hitachi Plant, Rull Bectronics Co.. Lid. €) Toho Thanlum Co., LS.
Smeiting Co., Lid. €) o Mksachi Recycke Co., Ltd. Co., Ltd, ) Kurami Ptantt, Nk Colt Center Co., Lid.
€ Kasuga Mines 0 NIk Tsunuga Recycle Co., L. & ichinoseld Foll Mamtacturing Co., Lid. (D Kawasak Plant, Mido Coll Center Co., Lid.
11

Petroleum {Japan Energy Group}

@ Japan Energy [U.K) Ltd.
€3 Abu Dbl Ol Co, Lid.

@ Changzhow Anyuan Gopoer Co., Ltd.
D Nippon Mining & Matals Co., Ltd.

© Urited Petroleum Development Co., Lid. Shanghai Offics

@ Japan Energy Corporation Befing Office O Pan Pacific Copper (Shangha)) Co., Ltd.

€ KMC Pearl River Mouth 04 Development Co., Ltd, €3 LS-Miko Copper Inc.

@ Stared Japan Energy Lubricants Co., Lid. © Nippon Mening & Metals Co., Lin. Australia Office
@ Jopan Energy (Shangha) Tracting Co., Lia. O Coltahuas! Mine

€ Japan Energy (Singapore) Pte. Lid. 2 Escondida Mine

© Sowthem Highlands Petroleum Co., Lid. O Los Petambres Mine

{0 Japan Energy Oceania Pty., Lid,
<B) irvine Sclentific Sales Co., Lis.

) Mopon Mining & Metals Co., Ltd, Chile Office
{3 Pan Pacific Copper Co., Ltd. Chile Office

& Suzhou Nkko Matertals Co., Ltd.

 Jada Bectronics {Hong Kongj Co., Lid,

o .A:'n'hi-.‘:'ﬁl_;'ﬂf- RRIIIH

€ FRuji Bectronics Dongguan Ca., Lid.

D Niko Fuj Precislon (Whod) co., Lid.

£2) Wootin Precision industry Co., L1d.

@ Nixo Wooln Precision Manufacturng
(Stzhouy Co., Ltd.

€ Nippon Precision Technology (Malaysta)
Sen. Bhd.

© Nippon Mining Singapore Pte, Lid.

3 Nippon Mining Tahwan Co., Lid.

© Nippoa Mining Shanghal Co., Ltd.

¢ PNT Corporation
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UG RURCTEM Years
of the Nippon Mining Holdings Group

Pacemberk! 905) Septembe 1912} Anrilk1 929]
EcundingloffKuharalMine i KuharalMininglestablished I ya Nippon[Mininalestablished
December 1928
Name changed to Nippon Sangyo

The roots of the principal company within the Nippon Mining Holdings

Group can be traced back to the establishment of the Hitachi Mine by

founder Fusanosuke Kuhara in 1905.

The company then went through a number of transformations before

the establishment of Nippon Mining Holdings, a holding company, in

2002, and the 100th anniversary of the company in 2005. Our objective

remains to serve as a stable supplier of resources, materials, and energy

through our two core operating businesses.

1908
1905 Founding
Fusanosuke Kuhara opened
Hitachi Mine (Ibaraki Prefecture).

The Giant Stack at The Hitachi Mine

The rapid growth of the Hitachi Mine posed the inevitable problemn of air poliution
at its copper mines. In the days when scientific knowledge and prevention technol-
ogy of air pollution ware yet undeveloped, the Hitachi Mine and the local residents
came together in good faith and united their efforts to overcome the intensifying air
pollution problem. After much trial and error, the Hitachi Mine constructed the

Acquired oil field in
Omonogawa

(Akita Prefecture) and
began exploration
(First oit in 1933)

Saganoseki Smelter and Refinery
established [now, Saganoseki Smelter &
Refinery (Oita Prefecture) of Nikko Smelting
& Refining Co., Ltd.]

tallest stack in the world. Alr pollution decreased dramatically, and the natural snvironment gradualy Trees plantad

nca 1914 as they

began to recover aftar many years by planting more than ten mtion Oshima Chemres, Yashabushi alder, now appesr
and black pines. The Nippon Mining Ha'dings Group views the F'story of how the Hitachi Mine sought
to coexist and prosper.n tandem with the focal community, overcorrng ths problem of ar pofiution ard

restoring tha natural envirorment as the starting point for today’s corperate socia! responsibliity.
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KyodoHlestablished o __

Kuhara Mining Co., l.td. renamed to
Nippon Sangyo Co., Lid.

Hitachi Werks of Nikko Gould Foli Co., Ltd.
began operations [now, Shirogans Plant

............................................................................ (Ibaraki prefecture) of Nippon Mining &
1929 Metals Co., Ltd ]
. Nippon Mining Co., Ltd.
established

[assumes smaelting and
refining operations of
Nippon Sangyo Co., Ltd.]

1961 AN

Mizushima Oil Refinery began operation b i b Ny “If
[now, Mizushima Oll Refinery {Ckayama [ ,l L—“I ?v\__ ALY
Funakawa Qil Refinery began operations prefecture} of Japan Energy Corporation)
Inow, Funakawa Works {Akita prefecture) of
o Jopen Energy Comporation] | 1983
T - 1 96 4 Acquisition of Chita Oil Co., Ltd. and
| K . transferred its business to take direct
: Opening of Kurami Works control of Chita Ol Refinery [now,
[now, Kurami Works (Kanagawa prefecture) Chita Oil Refinery {Aichi prefecturs} of

of Nippon Mining & Metals Co., Ltd.}

Kawasaki Works bagan operations [now,
Kuram| Works, Kawasaki Plant (Kanagawa
prefecture) of Nippon Mining & Metals Co.,
Ltd]

Kyodo Oil Co., Ltd. | |/ fsohara Plant began operations [now,
sabii
Production of natural gas commenced at established m_ ::;'Ohm ::::; (“; Met pl;efectura) of
Nakajo Gas Field [now, Nakajo Plant ! ipeon L als]
(Nligata prefecture) of Japan Energy U

) Development Co., Ltd.]

Sodegaura Lubricants Plant began

operations [now, Sodegaura Plant {Chiba
prefecture) of Japan Energy Corporation]
S s P i




December 1992
Nikko Kyodo established

September 2002

Nippon Mining Holdings established

NIbpbpMiaingHoldings)
——

PdICECembokioos)
[Name[changeditoFlapan|Energy]

JapanlEnergy,

NipponIMiningl&vetaistbegaoperations

Nippen Mining & Metals Co,, Ltd.
established, assumes metals resource
development, smelting and refining,
and metal fabrication operations of
Nippon Mining Co., Ltd.

. e
e e
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Nikko Metal Marufeiqilg

Moo = -

Nippon]Miningl&iMetals

April 2006
New “Nippon Mining & Metals”
established

T

= E.[ - Pan Pacific Copper Co., Ltd. estabfished
(]
R 2002
% Holding comparty, Nippon Mining Holdings

Inc. established

g —

Nippon Mining Co., Ltd. and Kyedo Oii Co.,
Ltd. merge to creats Nikke Kyodo Co., Ltd. 2003

® o el Manutastsing Co., Lid
1993 established

Nikko Kyodo Co., Ltd. renamed {Nippon Mining & Metals Co., Ltd. separated metal
Japan Energy Corporation manufacturing from metal operations}

B

Nippon Mining & Metals Co., Ltd., Nikke
Materials Co., Ltd., and Nikko Metal
Manufacturing Co., Ltd. merged to form new
Nippon Mining & Metals Co., Ltd.

Nikko Materials Co., Ltd.

established . ) 2006

Pan Pacific Copper Co., Ltd. integrated cop-
per smeiting functions of Nippon Mining &
et Metals Co., Ltd. and Mitsul Mining &
1999 Smelting Co., Ltd. 1
[ ] 5 Kashima Ol

Co., Ltd. N 3
becomes & CTEL L -

subsidiary T - J
— 2 N
of Japan Energy . :&;?‘?\.‘Q‘& e .

<y :
Corporation - FEISTTY o . ‘
R '3_.4.. : E ! ‘Q’.v — ..Lc 1




Share Information
{As of March 21, 2008)

@
3Share Information 3Types of Shareholders
Number of Shares Issued 848,462,002
{As of August 31, 2006: 928,462,002} Securities Companies 1.13%
Number of Shareholders 91,804 Others 0.01% E! o dividials 13.62%
Traasury Stock 0.09% l .
. Stock Exchange Listings Tokyo, Osaka, Nagoya
Trading unit 500 shares
Administrator of Shareholders' Reglster The (?huo Mitsui Trust and o 40_63(; T Pnancla) insttions
Banking Co., Ltd. ; - 38.66%
General Shareholder's Mesting June s
Domestic Corporations 5.56%
¢ :
EMajor Shareholders
Number of Percentage of
Name Shares Held (Thousands) Total Issued Shares (%)
Japan Trustee Services Bank, Ltd, (Held in trust account) 78,314 9.23
The Master Trust Bank of Japan, Ltd. (Heid in trust account) 61,734 7.28
Mizuho Corporate Bank, Ltd. 22,172 261
® Telkoku Oil Co., Ltd. 14,477 1.71
State Street Bank and Trust Company 505103 14,198 1.67
Sompo Japan Insurance Inc. 13,982 1.65
Goldman Sachs Intarnatlonal 11,957 1.41
Trust & Custody Services Bank, Ltd. (Meld In trust account B) 10,837 1.28
. Trust & Custody Services Bank, Ltd. (Hetd in security Investment trust account) 10,581 1.25
Morgan Stanley & Company Intematicnal Limited 10,392 1.22

#Share Price Range and Trading Volume

{Thousands
(Yen) of shares)

1100 200,000

-1150,000

100,000

0
1 2 3456 7 8 9111121 2 3 456 7 8 91011121 2 3 45
[2004 | [2005 | [2008 ]
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Consolidated Interim Financial Resuilts for the year ending March 31, 2007 ("Fiscal 2006")

1.

(1) Operating results
Sales Operating Income Income before special items

millons of yen % milions of yen %) reilions of yen %[
For the: six months ended Septernber 30, 2006 1807543 [ 324 1] 75520 C 191 ) 15592 [ 391 ]
For the six months ended September 30, 2005 1,365120 [ 167 ) 63412 [ 344 ] 8313 [ 527 1]
For the year ended March 31, 2006 {Fisca! 2005} 3,026,262 144,448 188,722

Net Income Basic EPS Fully diluted EPS

miflions of yan %" yen  sen yen  san
For the six months ended September 30, 2006 72516 [ 382 1 82 b4 82 60
For the six months ended September 30, 2005 52465 [ 1915 ) 61 94 61 93
For the year ended March 31, 2006 {Fiscal 2005) 96,905 13 87 113 4

NIPPON MINING HOLDINGS, INC. (URL:http://'www.shinnikko-hd.co.jp/)

Code No.

Stock Listings
Address of head office
Contact fo ; IR and Public Relations Department

Date for Convening the Board of Directors Meetings for the settiement of Accounts : November 9, 2006

15016
:Tokyo, Osaka , Nagoya
:10-1, Toranomon 2-chome, Minato-ku, Tokyo

Telephone number : {03) 5573 - 5118

This Financial Statement is prepared in accordance with accounting principles generally accepled in Japan.

November 9, 2006

Operating results for the six months ended September 30, 2006 (the period from April 1, 2006 to September 30, 2006)

Note: 1.Equity in income of non-consolidated subsidiaries and affiliates
For the six months ended September 30, 2006 : 41,317 millions of yen, For the six months ended Saptember 30, 2005 : 23,095 millions of yen,
For the year ended March 31, 2006 : 50,983 millions of yen

2 Average number of shares issued (consolidated)

For the six months ended September 30, 2006 : 877,447 425 shares, Fer the six months ended September 30, 2005 : 847,046,759 shares,

For the year ended March 31, 2006 : 847,046,824 shares

*Total 80,000,000 new shares were issued in July and August 2006.

3.Change of accounting method :

Changes in grouping method of segment information summarized by product group

4.(") This represents a percentage of an increase or a decrease from the previous interim period.

(2) Financial position

Total Assets Ne{ Assets

millons of yen milbons of yen
As of September 30, 2006 2,043,586 657,394
As of September 30, 2005 1,723,355 412,200
As of March 31, 2006 1,859,583 467 479

Shareholders' Equity Ratio Net Assets Per Share

% yen sen
As of September 30, 2006 289 637 37
As of September 30, 2005 23.9 486 62
As of March 31, 2006 251 551 36

Note: Number of shares issued at end of period (consolidated)

As of September 30, 2006 ; 926,993,675 shares, As of September 30, 2005 ; 847,074,819 shares, As of March 31, 2006 ; 847,047,065 shares
*Total 80,000,000 new shares were issued in July and August 2006.

{3) Cash Flows
Cash flows from operating activities Cash flows from invasting activities
millions of yen millions of yen
For the six months ended September 30, 2006 (42,818) (53,280}
For the six months ended September 30, 2005 9,605 (11,939)
For the year ended March 31, 2006 (Fiscal 2005) 24,258 (37,594)

Cash flows from financing activities

Cash and cash equivalents at end of period

millions of yen millions of yen
For the six months ended September 30, 2006 92,727 60,619
For the six months ended September 30, 2005 (2,907 59,182
Far the year ended March 31, 2006 (Fiscal 2005) 11,962 63,857




(4) Changes in scope of consolidation and apyplication of the equity method :
Consolidated subsidiaries : 114
{Newly included) 6

Nikko Fuji Precision (Wuxi) Co., Ltd., PPC Canada Enterprises Corp.
Nikko Materials (Taiwan) Co., Ltd., Hibi Kyodo Smelting Co., Ltd.

Regalito Copper Corp., and its subsidiary

{Excluded) 4
ANT Minerals Pty. Ltd., and other

Affiliated companies accounted for by the equity method : 15

2. Consolidated projection for the year ending March 31, 2007 (Fiscal 2006)
(1) Cperating results

{Former) Nippon Mining & Metals Co., Ltd., Nikko Metal Manufacturing Co., Ltd.

Sales Income before special items Net Income
rrilions of yen melions of yan miions of ysn
For the year ending March 31, 2007 (Fiscal 2006) 3,770,000 185,000 110,000
Reference) Projection of Eamings Per Share 118 yen 66 sen
{2) Dividends
Mid-term Year-end Full-year
yen sony yen  sen ysn  sen
For the year ending March 31, 2007 8 00 8§ 00 1600

* This projection is based on information available as of November 9, 2006.
* The actual results are subject to change due {o changes in the business environment.
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Fiscal 20086 {interim) Fiscal 2005 increase Fiscal 2005 (interim)
Account title {As of September 30, 2006)| (As of March 31, 2006) | (Decrease) | (As of September 30, 2005)
millions of yen % millions of yen % | millions of yan | millions of yen %
Asgets 2,043,586 1100.0 1,859,583 | 100.0 184,003 1,723,355 100.0
Cument assets 1,046,920 51.2 906,380 48.7 140,540 787,525 457
Cash and time deposits 61,489 64,735 {3,248) 59,467
Notes and accounts receivable, trade 371,361 334,604 38,757 279,830
Securities 0 1 a)] 2
Inventories 546,129 440,410 105,719 381,283
Other current assets 68,631 68,284 1,347 67,943
Less:Allowance for doubtful accounts (1,690) (1.654) (36) {1,000
Fixed assets 996,666 48.8 953,203 513 43,463 935,830 54.3
Property, plant and equipment 617.121 590,039 27,082 588,852
Buildings and structures 131,725 129,708 2,017 132,820
Machinery and equipment, other 175,468 159,745 15,723 163,355
Land 284,125 283,930 195 285,843
Construction in progress 25,803 16,656 9147 6,834
Intangible assets 96,082 64,794 31,288 64,556
Investments and other long-term assets 283,463 258,370 {14,907) 282,422
Investments in securities 226,938 238,520 (11,582) 219,166
Long-term loans 11,616 15,364 (3,748) 17,467
Deferred tax assets 11,73 11,144 587 10,535
Other 34,260 34,463 {203) 36,240
Less:Allowance for doubtful accounts {1,082} {1,121} 39 (986)
Total assets 2,043,586 1100.0 1,859,583 1100.0 184,003 1,723,355 100.0
Liablities 1,386,192 | 67.8| 1,346,077 | 724| 40115 1,288,757 | 736
Current liabilities 981,657 48.0 921,019 49.5 60,638 824,000 478
Notes and accounts payable, trade 278,710 284,424 {15,714) 254,669
Short-term borrowings 412,219 368,312 43,907 306,446
Commercial paper 67,000 41,000 26,000 51,000
Accounts payable, other 126,828 95,820 31,008 124,058
Accrued income taxes 28,318 35,958 (7,640 26,336
Other current liabilities 66,582 85,505 (16,923} 61,49
Long-term liabilities 404 535 19.8 425,058 229 (20,523) 444757 25.8
Long-term debt 253,372 275424 (22,052) 300,448
Deferred tax liabilities 42,433 40,210 2,223 36,103
Allowance for retirement benefits 59,927 59,590 337 61,450
Allowance for periodic repair works 13,842 15,726 (1,884) 14,867
Other long-term liabilities 34,961 34,108 853 31,886
Net assets 657,394 32.2 513,506 216 143,888 454,598 26.4
Shareholders' equity 551,957 27.0 424 666 22.8 127,291 380,310 221
Commgn stock 73,920 38 40,000 22 33,920 40,000 23
Capital surplus 226,763 1.1 192,948 10.3 33,815 162,932 1.2
Retained eamings 251,767 123 192,148 10.3 59,619 147,760 8.6
Less: Treasury stock, at cost {493) (0.0) {430} {0.0) (63) (382) {0.0}
Valuation and translation adjustment 38,877 1.9 42,813 23 {3,936) 31,890 1.8
Unrealized gain on marketable securities 34,560 17 39,471 21 (4.911) 33510 19
Deferred hedge gain {loss) 1,468 01 - - 1,468 - -
Surplus from land revaluation {3,355) {0.2) (3,340) (0.2) (15 (3.051) 0.2)
Accumulated tranglation adjustment 6,204 03 6,682 04 (478) 1,431 0.1
Share purchase warrants 95 0.0 - - 95 - -
Minority interest in consolidated subsidiaries 66,465 33 45,027 25 20438 42,398 25
Total liabllities and Net assets 2,043,586 | 100.0 1,859,583 | 100.0 184,003 1,723,355 100.0

Note: Changes in accounting standard for presentation of net assets in the balance sheet :

Effective from the interim accounting period of Fiscal 2008, Nippon Mining Holdings, Inc. adopted Accounting Standards Board of Japar

("ASBJ") Statement No.5 "Accounting Standard for Presentation of Net Assets in the Balance Sheet”, issued by ASBJ on December 9, 2005
and ASBJ Guidance No.8 "Guidance on Accounting Standard for Presentation of Net Assets in the Balance Sheet", issued by ASBJ or
December 9, 2005. The amount corresponding to conventional *Shareholders’ equity” in the balance sheet is 589,366 millions of yen.

"Net Assets” in the balance sheet for the interim accounting period of Fiscal 2006 is stated in accordance with the new accounting standard

Consolidated balance sheets as of September 30, 2005 and Marc_hjﬂj, 2006 are alsa reclassified in conformity with new accounting standard




Consolidated Statements of Income

Fiscal 2008 (interim) Fiscal 2005 (interim}) Increase Fiscal 2005
Account title {from April 1, 2006 (from April 1, 2005 (Decrease) {from Aprit 1, 2005
to September 30, 2006} 1o September 30, 2005) to March 31, 2006)
millions ofyen | % milions cfyen | % milions of yen | millions of yen | %

Net sales 1,807,543 100.0 1,365,120 100.0 442,423 3,026,262 | 100.0
Cost of sales 1,645,983 A 1,223,004 89.6 422,979 2712989 | 896
Gross profit 161,560 89 142,116 10.4 19,444 313273 | 104
Selling, general and administrative expsnses 86,040 47 78,704 5.8 7,336 168,825 5.6
Operating incoms 75,620 42 63,412 46 12,108 144,448 48
Other income 50,287 2.8 28,293 2.1 21,994 61,674 20

Interest income 1,353 1,087 266 2,221

Dividend income 1,018 800 218 1627

Exchange gain 2870 . 2,670 -

Amartization of negative goodwill including consalidation adjustment account 918 1,012 (94) 2,119

Equity in income of non-consolidated subsidiaries and affiliates 41,317 23,095 18,222 50,983

Other 301 2,299 712 4,724
Other expenses 10,215 0.6 8,592 0.6 1,623 17,400 0.8

Interest expenses 6,612 5344 1,268 10,938

Exchange loss - 358 {358) 25

Other 3,603 2,890 713 6,437
Income before special tems 115,592 6.4 83,113 6.1 32,479 188,722 6.2
Special profit 15,069 0.9 10,235 08 4834 17,831 0.6

Gain on sales of property, plant and equipment 629 3517 (2.888) 4,339

Gain on sales of investments in securities 13,618 3825 9,793 7,156

Gain on proceeds from casually insurance - 2,609 {2,609) 2,706

Bad debt recovery - - - 2,313

Qther 822 284 538 1,317
Special loss 6,711 0.4 5,262 0.4 1,449 33,809 1.1

Loss on sales of property, plant and equipment 154 143 1 3o

Loss on disposal of property, plant and equipment 1,124 2,210 {1,086) 5261

Impairment losses 1,075 754 3 5,563

Loss on write-down of investments in securities 402 148 254 614

Reorganization and restructuring costs 280 692 (412} 13,586

Provision for environmental remediation allowance - 35 (35) 4,269

Provision for allowance for cost of disposal of unutilized property, plant and

equipment a3 - KE-YK} 1,002

Provision for allowance for periodic repair works - 551 (551) 551

Other 263 729 (466) 2,763
Income before income faxes 123,950 6.9 88,086 6.5 35,864 172,644 57
Income taxes 35,090 2.0 24,747 1.9 10,343 59,189 2.0
Deferred income tax 2664 0.1 3,960 0.3 (1,276) 1,694 0.1
Minority interest in earnings of consolidated subsidiaries (13.660) (0.8) (6,914) {0.5) (6,746} {14.856) | (0.4)
Net income 72,516 4.0 52,465 38 20,051 96,905 3.2

4-
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Consolidated Statement of Retained Earnings

(millions of yen)

Account title

Fiscal
2005 (interim)
{from April 1, 2005

1o September 30, 2005)

Fiscal
2005
(from April 1, 2005
o March 31, 2008)

Capital Surplus:

Balance at beginning of year 201,382 201,382
Increase in capital surplus 72 88
Gain on disposition of treasury stock 72 B8
Decrease in capital surplus 8,522 8,522
Cash dividends paid 8479 8,479
Bonuses to directors 43 43
Balance at end of year (period) 192,932 192,948
Retained Eamings:
Balance at beginning of year 95537 95,537
Increase in retalined eamings 52,526 96,990
Netincome 52,465 96,905
Increase arising from merger of consolidated subsidiary 4 4
Reclassification with surplus from land revaluation 57 81
Decrease in retained eamings 303 379
Bonuses to directors 169 169
Decrease arising from change of consolidated subsidiary 134 134
Reciassification with surplus from land revaluation 78
Balance at end of year (period) 147,760 192,148




Consolidated Statement of Cash Flows

Fiscal 2008 (intesim) Figcal 2005 (interim) Fiseal 2005
Account title (from Aprit 1, 2006 {trom April 1, 2005 (from Apri} 1, 2005
to September 30, 2006) | o September 30, 2005) |  to March 31, 2006)
millions of yen millions of yen | millions of yen
Cash flows from operating activities
Income befare income taxes 123,850 88,086 172,644
Depreciation and amortization 22912 22,247 44 871
impairment losses 1,075 754 5,563
Amortization of goodwill 1,363 — —
Amortization of negative goodwill {918) - -
Amaortization of consolidation adjustment account — {920) (1,947)
Interest and dividend income (2.371) {1,887) (3,848)
Interest expenses 6,612 5,344 10,938
Equity in income of non-consolidated subsidiaries and affiliates (41,317 (23,095) (50,983)
Gain on sales of investments in securities (13,618) {3.825) (7,156)
Loss on write-down of investments in securities 402 148 614
Loss {gain) on sales and disposal of property, plant and equipment 649 {1,164) 1,222
Reorganization and restructuring costs 280 692 13,586
Increase in trade receivables (36,757) {8,621) (60,154)
Increase in inventories (84,801) {86,506) {153,037)
Increase in trade payables 11,059 47,170 65,005
Increase in accrued consumption tax 5,515 1,665 5,259
Other, net (14,709) 11,460 16,348
Subtotal (30,674) 41,548 58,925
" Interest and dividend received 41,705 9,200 M0
Interest paid (6,322) {5,311) (11,018)
Payment for special retirement benefits (1,181) (164) {444)
Income taxes paid (46,346) {35,668) (57,775)
Net cash provided by (used in) operating activities (42,818) 9,605 24,258
Cash flows from investing activities
Decrease (increase) in time deposits 3 (1,011) {1,186)
Proceeds from maturities or sales of securities 0 8 9
Payments for acquisition of property, plant and equipment {29,472) {17,949) {83,231)
Proceeds from sales of property, plant and equipment 2019 6,995 9162
Payments for acquisition of intangible assets {4,443) {2,037) {4,628)
Payments for long-term prepaid expenses {1,453) (790) {1,679)
Payments for acquisition of investments in securities (215) {5,289) {6,129)
Proceeds from maturities or sales of investments in securities 14,598 6,303 11,270
Payments for acquisition of business assets {22,338} - —
Net payments for acquisition of investments in newly consolidated subsidiaries {14,013) — -
Net proceeds from acquisition of investments in newly consolidated subsidiary - - 1,682
Decrease (increase) in short-term loans, net (909) (654) 2,558
Payments for lending of long-term loans (75) {531} (658)
Collection of long-term loans 2,140 2,781 5,194
Other, net 850 235 42
Net cash used in investing activities {53,280) {11,939) {37.594)
Cash flows from financing activities
Increase (decrease) in short-term borrowings, net 16,563 {844) 48,353
Increase in commercial paper, net 26,000 24,000 14,000
Proceeds from borrowing of long-term bank loans and others 17,394 38,650 66,836
Repayments of long-term bank loans and others {25,724) (51,854) {97,638)
Proceeds from issuance of stock 67,738 - -
Proceeds from issuance of stock to minority shareholder 13,090 — -
Proceeds from third-party share allotment of consolidated subsidiary 2,000 - -
Cash dividends paid {12,715) (8.479) (8,479)
Cash dividends paid to minority shareholders (11,214) (4.404) (10,876)
Other, net {405) 24 (234)
Net cash provided by {used in) financing activities 02,727 (2,907) 11,962
Effect of exchange rate changes on cash and cash equivalents {298) 815 1,623
Net increase {decrease) in cash and cash equivalents (3,669) (4.426) 249
Cash and cash equivalents at beginning of period 63,857 62,473 62,473
Increase due to subsidiaries newly included consclidation 431 1,135 1,135
Cash and cash equivalents at end of period 60,619 59,182 63,857




Seqgment Information

1. Segment Information summarized by product group

For the six months ended September 30, 2006 {from April 1,2006 to September 30,2006) millions of yen}
Petroleum Metals Othel.r Total Eiiminations Consclidated
QOperations Of corporate
Sales
(1) Outside customers 1,295,507 502,716 9,320 1,807,543 - 1,807,543
{2) Inter-group 1,949 874 15,684 18,507 {18,507) -
Total 1,297 456 503,530 25,004 1,826,050 {18,507} 1,807,543
Qperating costs and expenses 1,259,042 467,993 24,172 1,751,207 {19,184) 1,732,023
Operating income 38414 35,597 832 74,843 677 75,520
Income before special items 41,701 70,476 3,068 115,245 M7 115,592
Breakdown of Metals segment millions of yen)
Resources and | Electronic Metal S
Metals Materials | Manufacturing Bliminations | Metals Total
Sales
(1) Outside customers 415,758 60,817 26,141 - 502,716
(2) Intergroup 22,418 3,748 8,965 (34,257 874
Total 438,176 64,565 35,106 (34,257} 503,590
Operating costs and expenses 413,230 58,880 30476 (34,593} 467,993
Qperating income 24,946 5,685 4,630 336 35,597
Income before special items 80,136 5,086 4,918 336 70,476
For the six months ended September 30, 2005 (from April 1, 2005 to September 30, 2005 ) millions of yen)
Resources and Electronic Metal Other Eliminations .
Petroleum Non-fermous Metals|  Materials Fabrication | Operations Total or corporate Cansolidated
Sales
(1) Outside customers 1,091,108 200,750 45,749 21926 5,587 1,365,120 - 1,365,120
{2) Inter-group 1,791 12,223 1,662 2610 5,355 23,641 (23,641) -
Total 1,082,899 212,973 47,411 24,536 10,842 1,388,761 (23.641) 1,365,120
Operating costs and expenses 1,080,367 200,419 42,338 22,005 10,579 1,325,708 {24,000} 1,301,708
QOperating income 42,532 12,554 5073 251 363 63,053 359 63412
Income before special items 42,048 32,464 4,337 2,656 801 82,406 707 83,113
For the year ended March 31,2006 (from April 1,2005 to March 31,2006} millions of yen)
Petroleum | Resovrees and Electronic Metal Other Total Eliminations Consolidated
Norferous Metals|  Materials Fabrication | OCperations of corporate
Sales
{1) Outside customers 2,407,824 455,061 102,684 48,374 12,319 3,026,262 - 3,026,262
(2) Inter-group 4,247 29,089 3,638 7,162 13,467 57,603 {57,603) -
Total 2,412,071 484,150 106,322 55,536 25,786 3,083,865 {57.603) 3,026,262
Operating costs and expenses 2,313,297 457,329 95,130 49,391 24,365 2,939,512 (57,698) 2,881,814
Operating income 98,774 26,821 11,192 6,145 1,421 144,353 95 144,448
Income before special items 99,044 70,281 9,649 6,376 2812 188,162 560 188,722

Note: Main products for each group are the following;

For the six months ended September 30, 2006 {from April 1,2006 to September 30,2006}

Petroleum

gasoline, naphtha, kergsene, gas oil, heavy fuel oll, petrochemicals, liquefied patroleum gas, lubricating oil, ship fransport, ete.

Metals

<Resources and Metals>

resource development, copper, gold, silver, sulfuric acid, ship transpont, etc.

<Electronic Materials >

copper foils, sputtering targets, compound semiconductior materials, etc.

<Metal Manufacturing >

wrought copper and copper alloy products, special steel products, precision products, ete.

QOther Operations

information service, engineering, real-estate, electric wires, cables, titanium,
common group administrative activities such as fund procurement, efc.

For the year ended March 31, 2006

from April 1, 2005 to March 31, 2006 )

Petroleum

gasoline, naphtha, kerosene, gas oil, heavy fuel il, petrochemicals, liquefied petroleum gas, lubricating oil, engineering, real-estate,
ship transpon, etc.

Resources and Non-ferrous Metals

resource development, copper, gold, silver, zinc, sulfuric acid, electric wires, cables, titanitm, ship transport, etc.

Electronic Materials copper foils, sputtering targets, compound semiconductor materials, etc.
Metal Fabrication wrought copper and copper alloy products, special steel products, precision products, eic.
Qther Operations information service, cormon group administrative activities such as fund procurement, etc.

.8




Note: Changes in segment classification
In April of this year, three core metals-related businesses of the Group, namely Nippon Mining and Metals Co., Ltd., Nikko Matenals Co., Ltd.
and Nikko Metal Manufacturing Co., Ltd. were merged to form a newly integrated company, Nippon Mining & Metals Co., Ltd.
As a result, three segments, Resources and Non-ferrous Metals, Electronic Materials and Metal Fabrication, were integrated into Metals segment.
For disclosure of financial results of metals-related segments, Metals segment is classified into three segments, Resources and Metals,
Electronic Materials and Metal Manufacturing as in the past.

At the same time, a classification of businesses among segments was changed as follows:
* Engineering and real-estate businesses were fransferred from Petroteum segment to Other operations segment as a result of expansion of operations.
* Electric wires, cables and titanium businesses were transferred from Resaurces and Non-ferrous Metals segment to Other operations segment
in order to launch new operations and concentrate on business rescurces of Non-ferrous Metals business into copper and
recycling and environmental businesses.
* Convenience store business was transferred from Other operations segment 1o Petroleum segment in order to promote and enhance
customer satisfaction programs in petroleum business.

Reclassification of financial results for the six months ended September 30,2005 (from April 1,2005 to September 30,2005 ) and the year ended March 31,2006

(from Apfil 1,2005 to March 31,2006) according to a new classification are the following:

Far the six months ended September 30, 2005 (from April 1, 2005 to September 30, 2005 ) millions of yen
Petroleum Metals Oth?r Total Eliminations Consolidated
Operations o corporate
Sales
(1) Outside customers 1,085,712 268,425 10,983 1,365,120 - | 1,365,120
{2) Inter-group 1,531 414 12,225 14,170 (14,170} -
Total 1,087,243 268,839 23,208 1,379,200 (14,170) 1,365,120
Operating costs and expenses 1,045,126 249,214 22,430 1,316,770 (15,062) 1,301,708
Operating income 42,117 19,625 778 62,520 892 63,412
Income befare special items 41,548 37,859 2,486 81,873 1,240 83,113
Breakdown of Metals segment millions of yen)
Resources and Electronic Metal N
Metals Materials | Manufacturing Bliminatons | Metals Totat
Sales
{1) Cutside customers 205123 45,749 17,553 - 268,425
(2) Intergroup 13,023 1,662 5,567 {19,838) 414
Total 218,146 47,411 23,120 {19,838) 268,839
Operating costs and expenses 205,489 42,338 20,692 (19,305) 249,214
Qperating income (loss) 12,657 5,073 2,428 (533) 19.625
Income {loss) before special items 31,494 4,337 2,561 (533) 37,859
For the year ended March 31,2006 (from April 1,2005 to March 31,2006) miffions of yen)
Petroleum Metals Omgr Total Eliminations Consolidated
Operations or comporate
Sales
(1) Qutside customers 2,389,254 606,119 30,889 3,026,262 - | 3,026,262
(2) Inter-group 3,386 1,010 27,678 32,074 (32,074} -
Total 2,392,640 607,129 58,567 3,058,336 {32,074) | 3,026,262
Operating costs and expenses 2,296,019 564,152 54,993 2,915,164 (33,350) 2,881,814
QOperating income 96,621 42,977 3574 143,172 1,276 144,448
Income before special items 96,961 82,845 7175 186,981 1,741 188,722
Breakdown of Metals segment millions of yen)
Resources and Electronic Metal N
Metals Materials | Manufacturing Bliminations | Metals Tota!
Sales
(1) Outside customers 464,363 102,684 39,072 - 606,119
{2) Infergroup 31,023 3638 13,604 {47,335) 1,010
Total 495,386 106,322 52,756 {47,335) 607,129
Operating costs and expenses 468,331 95,130 46,845 {46,154) 564,152
Operating income (ioss) 27,055 11,192 5,911 {1,181} 42,977
Income (loss} before special items 68,221 9.649 6,156 (1,181) 82,845

2. Segment Information summarized by region
For the six months ended September 30, 2006 and 2005, and the year ended March 31, 2006, operations in Japan have over 90 % share

of total sales of whole segment.

3. Overseas sales

For the six months ended September 30, 2006 (from April 1,2006 to September 30,2006 )

Asla Other Area Total
Overseas sales (millions of yen) 244,207 23,842 268,149
Consolidated sales (millions of yen) - 1,807,543
Percentage of overseas sales over
{consolidated sales (%) 13.5% 1.3% 14.6%

“For the six months ended September 30, 2005 and the year ended March 31, 2006, overseas sales has less than 10% share of consolidated sales.
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